JULY, 1905 
Vol. 13 Twenty-Five Cents per Copy No. 3 


MONTHLY JOURNAL OF 


TINSURANCE 
ECONOMICS 


Published Monthly at Boston, Mass., by Henry H. Putnam 
Three Dollars per Annum Annuity Building, No. 159 Devonshire Street 














IT IS DOING, NOT SAYING, WHICH COUNTS. 





Let us not delude ourselves into the belief that strenu- 
ous language and violent invective can take the place 
of real constructive work. The things which count are 
those which we do, not which we say. The loud talk- 
ers no doubt have their place. They illuminate and attract 
and fix the attention, but their contribution to progress is 
small compared to that of the man who does the real work 
of reform quietly, unostentatiously, but with the greatest 
effectiveness. Those who exhaust their strength in an 
attempt to clothe their thought in sensational and pictur- 
esque language, often render themselves unfit for the real 
work, and likewise fail to command the real, intelligent, 
moral forces which will accomplish the reforms at which 
their shafts are aimed. Conditions of the times tempt 
men to write and speak for the daily press, to say that 
which will command the attention of the mass and look 
well in print. This may contribute to progress, but let 
us remember always that it is not the real work. 
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What Is the Use... 


of saying ‘‘the best company "’ 
or ‘‘ the strongest company ’”’ 
or ‘‘ the largest company "’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905 = $37,071,298 
Liabilities, os = - 33,770,675 
SURPLUS, : - - 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 


BOSTON | FRED C. SANBORN, Mer. 
OFFICE 31 MILK STREET, er 








Incorporated Under the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
BOSTON, MASS. 


PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 
32 Nassau Street New York City 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 


The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 








“The Leading Fire Insurance Company of America" 


will Wy, 


SS 


Witt. B. CLARK, President. 
W. H. KING, Secretary. 
A.C. ADAMS, C. J. IRVIN, 
HENRY E. REES, A.N. WILLIAMS 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
“The Leading Industrial Insurance Company in America.” 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 
Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
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T H EH 
‘TRAVELERS INSURANCE COMPANY 


OFFERS 
IN ITS LIFE DEPARTMENT 


THE LATEST AND MOST LIBERAL FORMS OF POLICIES 
ANNUAL DIVIDEND AND INVESTMENT POLICIES WITH ABSOLUTE GUARANTEES 


IN ITS ACCIDENT DEPARTMENT 


POLICIES WITH MAXIMUM BENEFITS 
AND DIVIDEND ADDITIONS 


RENEWAL CONTRACTS WITH SOLICITING AGENTS 


IF YOU DO NOT SELL OUR POLICIES, YOU 
WILL WANT TO HNOW ABOUT THEM 


ASK OUR LOCAL MANAGER FOR SAMPLE POLICIES AND PARTICULARS 





























GROVER CLEVELAND. PAUL MORTON. 


wawaAnnnn 





GAGE E. TARBELL. 








FOUR MEN UPON WHOM THE PRESENT FORTUNES OF THE EQUITABLE LIFE 
ASSURANCE SOCIETY DEPEND. 





b] 


GROVER CLEVELAND, described by the Boston Herald as the ‘‘ great trustee,’ 
of the majority of the stock with power to select and elect directors. 


vested by the owner 


PauL Morton, President of the Company, vested with powers of reorganization and administration 
in Equitable affairs. : 

GaGE E. TARBELL, Vice-President, upon whom the management depends for its underwriting and 
direction of agency forces. 

Tuomas F. RYAN, who controls the majority of the company’s stock and who has declared his 
willingness to sell this stock to the company at the price paid for it. 
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FUTURE TREND OF RATE LEGISLATION BY THE STATES. 





Gradual Shifting of Opinion on Anti-Compact Legislation—Uniform Rates Will Probably Be 
Approved, but Discrimination, Inequality and Excessive Profit Condemned. 





A company official writing to the 

Journal relative to the effect of state 
legislation upon insurance kas this to 
say: 
‘ The lowest rates are to be found where the 
least restriction is put upon the insurance com- 
panies. Restrictive laws force some companies 
out of the state and supply and demand condi- 
tions work the rates up. Free trade, good 
building laws, good fire marshal laws, will re- 
duce rates. Fire insurance companies cannot 
be made by law to do business at a loss for any 
length of time. On the other hand, competition 
will prevent undue profits. ; 

The study and analysis applied b 
the Journal of Insurance Economics 
to experience under anti-compact laws 
tends to confirm this view, namely, 
that rates are high where the laws 
are severe and the lowest where there 
is the greatest amount of freedom 
allowed to companies. Education 
along the line of these facts must 
eventually, as we look at it, result in 
a modification of restrictive laws. 

Nevertheless we do not conceive it 
probable that the time will ever come 
when the state will withhold its hand 
entirely from the rate question in fire 
insurance. The country is gradually 
adjusting itself to centralization in 
industry and the elimination of com- 
petition. In fact, the anti-trust and 
anti-corporation cry which has swept 
over the country has been not so much 
against the elimination of competition 
on prices (rates) as against discrim- 
inating and unequal charges which 
have been broughtinto prominence by 
such agreements. 

For instance, the anti-compact law 
of one state probably grew out of the 
simple fact that a piece of property 


upon two sides of a state line carried 
two rates for the same hazard, one 
made by the rating board of one state 
and one made by the rating board of 
another. Had there been real effective 
centralization in this case, this unex- 
plainable rate inequality might not 
have occurred, but it was charged by 
the property-owner to the ‘‘insurance 
trust,’’ who when he became a mem- 
ber of the legislature secured the 
passage of an anti-compact law. 

The rate legislation of the future, 
for which insurance men should pre- 
pare themselves and in which in our 
opinion it would be wise for them to 
co-operate, will probably be directed 
towards unequal and discriminating 
rates and in opposition to secret re- 
bating extended to selected property- 
owners. In short, legislation against 
fire insurance rates is likely to move 
along the line of proposed national 
rate legislation affecting railroads. 

Has the state a right to say any- 
thing about the rates made by fire in- 
surance companies? We think it has 
within certain well defined limitations. 
The state has no right to name the 
prices which individuals and corpora- 
tions must charge for the goods they 
sell. The insuring public, however, 
has a right to demand reusonable 
rates and equal charges to all, and 
may properly, through the power of 
the government of which it is a part, 
enact legislation which will promote 
equality and prevent discrimination. 
Anti-rebate laws in respect to rail- 
roads and life insurance are already 
accepted principles of government ac- 
tion. Rebating is discrimination toa 
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favored few and it is a function of 
democratic government to insure equal 
treatment to all. 

If the government may legislate 
against discriminating rebates may it 
not likewise legislate against unequal 
rates? That is to say, may it not try 
to prevent a known condition in fire 
insurance whereby certain classes of 
property-owners are paying excess- 
ively profitable rates for their insur- 
ance, while other known classes are 
paying less? 

We admit that the companies ought 
to adjust this matter themselves; but 
they do not and there are conditions 
in the business which prevent action. 
There are antagonistic forces of com- 
petition which stand in the way. 
Under these circumstances, the gov- 


ernment is to be pardoned, if it 
attempts to enforce conditions which 
the companies cannot enforce them- 
selves. 

No doubt the suggestion of this view 
will come as a shock to many and yet 
we are but outlining the trend which 
underwriting thought should take in 
order to properly adjust itself to 
changed conditions, and to escape 
more serious dangers of government 
interference. Ideas which a generation 
ago were regarded as fanatic now 
have universal acceptance. The un- 
derwriter should not hesitate to place 
himself in the drift toward real prog- 
ress. Those who hold a place of 
leadership under the present regime by 
virtue of their own powers, can hold 
the same position under another. 








EASTERN UNION AND BUFFALO AGENTS DIFFER ON RATES. 








Some recent incidents tend to show 
that neither the companies nor their 
agents are always anxious to assume 
rate making responsibilities. On the 
contrary it seems to be true that there 
are cases where each would like to 
shift the burden upon the shoulders 
of the other. 

A committee representing the East- 
ern Union recently visited Buffalo 
and asked the local agents’ board of 
that city to vote to apply a 35 per 
cent. advance on account of conflagra- 
tion hazard due to inefficient water 
supply and other defects. The agents 
respectfully asked to be excused from 
voting this advance, but stated that 
they would be very glad to collect the 
same if the companies would promul- 
gate the rates. The company com- 
mittee, however, insisted that the in- 
crease should be adopted by the local 
board. 

There is an element of humor in the 
situation, namely, an evident desire 
on the part of both agents and compa- 
nies to get the increased premium, but 
a naive wish to escape direct action. 


In the end, however, the local board, 
at the request of the Eastern Union 
companies, adopted the 35 per cent. 
advance. 

The attitude of the agents in this 
case has been characterized by some 
as ‘‘rebellious,’’ but it is clear that in 
declining in the first instance to adopt 
the advance, as requested by the com- 
panies, the agents were legislating 
against their own interests, for the 
advance would materially add to their 
income in commesions. 

The situation, however, represents 
the old condition of looking at the 
matter from different points of view, 
the agent having in mind ‘‘local con- 
ditions,’’ by which is meant his own 
intimate knowledge of the actual haz- 
ards involved and of public sentiment. 
The companies look at it from the 
outside point of view and from a de- 
sire, as the result of their experience 
in Buffalo, to secure an increased 
income. The companies naturally 
would be less sympathetic with 
the property-owners than the’ local 
agents. 
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THE NON-RESIDENT BROKER AND TARIFF RATES AND RULES. 


Practice of Brokers in Using Tariff Companies to Carry Out Cut-Rate Deals—Methods 
of Protection to Companies and Agents. 


There is an unsettled problem be- 
tween agents and their companies 
upon which there has, as yet, been no 
clear and emphatic declaration. We 
refer to the practice of non-resident 
brokers in placing portions of the line 
‘‘controlled”’ through local agents at 
tariff rates in order that they may, 
with the warranties thus secured, 
write the balance at a cut rate. 

This practice has grown up so grad- 
ually that it became quite extensive 
before a full realization of its portent 
dawned upon company and agency in- 
terests. It can easily be seen how 
companies and local agents, being 
offered lines by non-resident brokers 
on risks located in different parts of 
the country at tariff rates and under 
proper rules, might readily accept the 
lines, not realizing that they were 
assisting these brokerage interests to 
handle the whole line ata cut, thus 
securing the control from local agents 
and undermining their business as a 
whole as well as that of the compa- 
nies they represent. 

It is true that the companies selected 
by the brokers to assist in putting the 
deal through, and receiving full tariff 
for their policies, benefit immediately 
and might justify their act by saying 
that they were not concerned with 
the interests of their competitors. But 
the situation would become entirely 
reversed if the companies thus favored 
in particular instances at particular 
points, were not similarly favored at 
all points, for the gain which they 
realized from one line might be en- 
tirely offset by loss on others. 

The problem, therefore, is not one 
of the immediate self-interest of the 
agents or companies who may write 
the particular line at full rates and 
rules, but is the larger and more per- 
manent question of whether, by so 
doing,they are encouraging the opera- 


tions of cut-rate brokers and placing 
in the hands of these brokers a weapon 
which may in time be directed against 
themselves. 

The situation in which these cut- 
rate brokers find themselves is this: 
there are not enough non-tariff com- 
panies to enable them to handle a con- 
siderable portion of any line which 
they might seek to control. They 
must therefore have the assistance of 
tariff companies. The fact that such 
tariff companies are on the line gives 
to these brokers standing with non- 
tariff companies and also enables 
them to write for foreign unauthor- 
ized institutions, like London Lloyds, 
large lines which otherwise they could 
not place. The cut-rate brokers’ 
method depends primarily upon in- 
ducing one or more tariff companies 
to take the risk at tariff rates and 
rules. If he can do this the remainder 
of his proposition is simple, and his 
representatives can travel about the 
country offering inducements to prop- 
ery-owners which local agents who 
might properly control the business, 
cannot offer. Millions of dollars of 
premiums are thus annually diverted 
from customary agency channels and 
there is a two-fold loss—to the agents 
in commissions and to the companies 
in premiums. 

The question is one of equal interest 
to companies and their agents, for the 
loss is mutual. The point of attack 
to prevent this loss is clear. Manifestly 
it should be against the writing by 
tariff companies or their agents of 
any risk for any non-resident broker 
who cannot give adequate pledge and 
assurance that the entire line is writ- 
ten under tariff rates and rules. 

If these brokers have cut-rate con- 
nections by which they can place the 
entire line solicited, that is a question 
between them and the insured with 
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which tariff companies and agents 
have no concern except to show the 
insured the risk to himself attending 
the acceptance of the proposition. But 
tariff companies and their agents cer- 
tainly have a right to require that if 
they are asked to write any portion of 
the line there shall be a proper guar- 
antee that the whole insurance is 
written without a cut in rate or rules. 

If every company declined to write 
for non-resident brokers, except 
through local agents at full tariff rates 
with an absolute guarantee that the 
entire line is written through agents 
at tariff rates and rules—and agents 
on the other hand declined to write 
the line or pay a commission to non- 
resident brokers unless there is an 


“absolute guarantee,’’ the difficulty 
would be covered up to the point of 
duplicity on the part of the broker 
furnishing the guarantee. 

That trait in human nature we do 


not know that any rule can cure, but 


this we know, that any broker who 
gave such a guaranty which subse- 
quently proved to be false, would, and 
properly should, lose his standing as a 
broker. 

To sum up, the new declaration of 
underwriting principles which is now 
required by companies and agents is 
that no line shall be written for non- 
resident brokers unless there is a 
guarantee that the whole line is writ- 
ten under the same rates and regula- 
tions which the local agent is required 
to secure upon the property. 








SOME DRAWBACKS OF ORGANIZATION IN FIRE INSURANCE. 








Organization and business co-opera- 
tion, while distinctly an evidence of 
improved social efficiency, has its 
drawbacks and sometimes actually 
stands in the way of progress. In fire 
insurance this is particularly true in 
respect to rates, where the holding to 
inflexible rates and schedules fre- 
quently makes it impossible for com- 
panies willing to write at a lower rate 
to hold the business against mutual 
competition; in other words, the pro- 
gressive few being held down to the 
rates established by the unprogressive 
majority, find their hands tied and 
business stricken from their books 
through the inactivity of the very or- 
ganizations designed to protect and 
foster their interests. 

A recent case cited is that of a rate 
of $1.56 made on a sprinkled factory 
under the jurisdiction of the New 


York Fire Insurance Exchange. Com- 
panies making a specialty of sprink- 
lered business were willing to write 
the risk at 80 cents, but before their 
views could be made dominant in ex- 
change ratings the line had been cap- 
tured and written by New England 
mill mutuals. A modified schedule 
has since been adopted to cover con- 
tingencies of this description. The in- 
cident, however, reminds one of that 


old saw about ‘locking the stable 
door after the horse is stolen.’’ 

In our opinion the tendency of or- 
ganization in fire insurance should be 
towards greater flexibility, towards 
the enunciation of general governing 
principles rather than the detailed 
multiplicity of rules and regulations, 
which require special knowledge in 
themselves and which lead to dis- 
agreeable and undesirable features of 
competition. The more state law there 
is, the more the lawyers study how 
they may be evaded; the more rule 
and regulation in fire insurance, the 
more brain power applied to their 
technical observance. 

There is altogether too much law in 
every department of life to suit the 
American temperament. There is a 
curious anomaly in this ‘‘American 
temperament.’’ It rushes to law to 
cure the things which it has not the 
time and the disposition to cure itself. 
And then it strives in every possible 
way to bring those laws into disrepute 
by evasion and half-hearted obedience. 

So long as fire insurance men are 
tied down to a multiplicity of rules 
and regulations there will be a grow- 
ing tendency to live up to the letter 
thereof and no more; but, given a few 
ethical principles which may be 


broadly applied and enforced in re- 
spect to various acts of competition, 
there will be a more sincere desire to 
observe the spirit of competitive obli- 
gations. 
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EPOCH-MAKING CONFERENCE BETWEEN COMPANIES AND AGENTS. 





Nineteen Leading Agency Companies Meet with a Committee of Agents and Establish 
a Joint Committee to Consider Agency Problems. 





June 28 witnessed a conference in 
New York City which marks, in all 
probability, a new departure in fire 
insurance administration. The oc- 
casion was the meeting in joint con- 
ference of nineteen leading agency 
companies, American and foreign as 
well as anion and non-union, and a 
specially appointed committee repre- 
senting the National Association of 
Local Fire Insurance Agents. 

The idea of such a conference has 
for many years been present in the 
minds of those interested in the wel- 
fare of the National Association, as 
well as of many company officials, but 
the truth is that the obstacles to such 
a conference rested mainly with the 
companies, who were reluctant to 
recognize the National Association 
and concede to it independent rights 
as an underwriting body. The chief 
struggle of the National Association 
during the past ten years has been to 
secure from companies that recog- 
nition which those responsible for the 
movement believed it was entitled to. 

But all new movements pass through 
periods of misunderstanding when 
their purposes are not appreciated and 
when their motives and aims are 
viewed with suspicion. It required 
education and time to show the true 
idea back of the agency movement, it 
required some sharp conflicts and 
plain talk before the National Asso- 
ciation was able to reach that point 
where its influence as a factor in un- 
derwriting received recognition. 

Upon the other hand, too, let it be 
said with equal truth and justice that 
there has often been displayed on- the 
part of agents an impatience and in- 
tolerance towards companies, which 
showed a lack of appreciation of the 
difficulties which confronted them as 
well as a wrong conception of their 
rights and privileges. 


Out of the conflict of varying inter- 
ests, out of the many debates, there 
has grown up in the National Associa- 
tion a set of guiding rules and prin- 
ciples, a general tone and purpose, 
which has finally put it apon a high 
plane of practical usefulness to agents, 
as well as to companies which have 
elected to transact business upon the 
agency system. There has been de- 
veloped a mutual respect and a pur- 
pose to give and take between compa- 
nies and agents which rendered pos- 
sible the conference of June 28. 

This conference represents the first 
occasion upon which the National As- 
sociation has been openly and formally 
recognized by any considerable num- 
ber of leading agency companies. The 
outcome demonstrates the possibility 
of harmonous conference between 
company executives and agents upon 
any point. The successful develop- 
ment of the conference germ planted 
upon June 28 will lead to a better un- 
derstanding of the different points of 
view and result in united action and a 
common purpose. 

While the interests concerned should 
congratulate themselves, yet it would 
be a mistake to expect that immediate 
results of a far-reaching character 
can be secured. If it has taken a de- 
cade for the companies and agents to 
reach a point where they can confer 
together with the utmost good feel- 
ing, may it not be several years be- 
fore the idea of working together 
through conference becomes thor- 
oughly assimilated and understood? 
The danger point of misunderstand- 
ing has been past. There are ragged 
edges yet to be smoothed down, wrong 
views upon both sides to be eliminated, 
and co-operation and sympathy secured 
from some which is now denied. It 
will take time to accomplish all 
these things, for the human mind 
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moves slowly and the business of in- 
surance is one in which the point of 
view, the individual opinion, holds 
strong sway. 

If the joint conference committee, 
comprised of six company executives 
and five local agents, can take up and 
agree upon methods of handling a 
single problem without attempting to 
cover the whole range of unsettled 
questions, it will go far to make the 
conference plan permanent and to 


convince the backward and the skepti- 
cal of its practical usefulness. 

The Journal of Insurance Economics 
has urged and advocated the idea of 
conference from the very outset,often 
in the face of great discouragement 
and the most pessimistic prediction. 
The Journal is gratified, therefore, to 
feel that its optimism was justified 
and that today things seem possible 
and practical which five years ago 
looked impossible and visionary. 





TEXAS INSURANCE AGENTS FAVOR STATE RATING. 








Their Position Said to Be Supported by Several Leading Companies. 








Shall insurance men accept some 
degree of state supervision over rates 
as a substitute for the present drastic, 
inefficient anti-trust or anti-compact 
legislation? 

The companies operating in Texas 
and agents representing them who 
recently prepared a rate commission 
bill for presentation to the state legis- 
lature, evidently answered this ques- 
tion for themselves in the affirmative. 
We present elsewhere a complete 
transcript of this bill and recommend 
that it be carefully read by fire under- 
writers, for it has evidently been 
drawn with considerable care to meet 
the peculiar conditions existing in 
Texas—a rabid, anti-compact state. 

A noteworthy incident in connec- 
tion with this bill is the fact that some 
of the officers and members of the 
Texas Association of Local Fire Insur- 
ance Agents interested themselves in 
promoting the measure. Under the 
rules of the National Association, 
however, bills of this description are 
expected to be submitted to the na- 
tional committee on legislation for ap- 
proval before they are advocated by 
the state associations. In this case 
the bill was not so submitted and it was 
necessary for the executive committee 
of the National Association to remind 
the officers of the Texas Association 
of their obligations. 

The result was that at the annual 


meeting of the State Agents’ Associa- 
tion a new by-law was offered and 
adopted pledging the association to 
support the National Association 
against the opposition of members 
who desired to advocate the rate com- 
mission bill. The Texas Association 
thus registered its desire to stand for 
uniformity of action with the National 
Association rather than to cause fric- 
tion by advocating legislation on its 
own account. 

No doubt the action of the National 
Association contributed materially 
towards preventing the presentation 
of the bill. The National Association 
is not likely to endorse or advocate a 
bill of this description until it becomes 
very clear that it is desired by a ma- 
jority of agents and companies doing 
business in Texas. 

Those who favor the Texas bill 
have, however, eminent precedent for 
their action. Early in 1900 a ‘‘model’’ 
anti-compact law was prepared and 
published by Henry Evans and E. F. 
Beddall to be offered as a substitute 
for existing anti-compact laws or in 
place of other anti-compact laws 
which might be offered. In the Feb- 
ruary, 1900, Journal of Insurance Econ- 
omics we find the following resume: 

The advisability of meeting anti-compact leg- 
islation by offering substitute measures, has been 


quite extensively discussed among company 
officials and local agents. The subject has been 


brought quite prominently to public attention by 
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the preparation of a so-valled ‘‘ model” anti- 
compact law by Henry Evans, in conjunction 
with E. F. Beddall. This bill prohibits insur- 
ance companies, either state or other state, from 
agreeing upon rates, which shall be “ fixed and 
determined only by citizens of the state engaged 
in the business of fire insurance.” It permits 
three fourths of the local agents in a given local- 
ity to organize boards for this purpose. Further 
provision is made for the organization of a 
‘State Board of Fire Insurance Assessors,” 
comprised of local agents and the state insurance 
commissioner. 


This board may adopt rules and by-laws for. 


its government, and is directed to prepare a 
classification of all towns and villages in the 
state according to construction and protection, 
and to agree upon a “ key or basis” rate for 
each town or village, with charges or defects. 
These classifications and schedules shall nut be 
adopted until approved by the insurance com- 
missioner, and the rates established thereunder 
by local boards shall not be effective until adopted 
by three-fourths of the members. The property- 
owner is not obliged to pay, nor the company to 
accept the rates thus established. 

The practical effect of this bill will be to 
authorize the fixing of rates by a state board, 
comprised of state or special agents employed 
by the companies, the local agent’s voice in the 
matter being of a negative character, residing 
mainly in his vested power to reject established 
rates. The main departure from existing 
methods of rating, is the oversight exercised by 
the insurance commissioner—a radical departure, 
to be sure, and one which will cause the chief 
objection to the measure. 

The proposed bill was submitted to a number 
of prominent underwriters for criticism. As it 
stands, it is practically the joint production of 
Mr. Evans and Mr. Beddall. An unsuccessful 
attempt was made to interest the National Asso- 
ciation of Local Fire Insurance Agents in the 
matter, to the extent of having the bill circulated 
under its auspices. The officials of the associa- 
tion did not desire, however, to endorse the pro- 
posed legislation at this time. 


It will therefore be seen that the 
idea of standing for state rate regula- 
tion is not new. The editor of the 
Journal has an idea that the best 
substitute bill would be one which 
allowed the companies, in conjunction 
with their agents, to make rates by 
the schedule system based upon prop- 
erly classified experience, and that 
provision should be made for the ap- 
pointment of a non-partisan state com- 
mission to hear complaints and 


charges of discrimination and in- 
equality, with authority to name the 
proper rate as shown by the company 
classification and the schedules. 


CONTINGENT COMMISSIONS. 


Three state agents’ associations have declared 
in favor of contingent commissions in addition 
to the flat rate now paid, Georgia and Alabama 
and South Carolina. This simultaneous action 
of agents’ associations, coupled with the fact that 
important company interests have been converted 
to the contingent commission plan, presages, we 
believe, the early consideration of a change in 
the commission platform of the Southeastern 
Tariff Association. 

Its fundamental commission plank has been 
15 per cent. flat, and it will be no small task to 
adopt a new basis. But it will no doubt come, 
for the contingent commission has inherent 
merits to recommend it which other substitute 
commission plans lack. It tends to weld the 
interests of company and agent closely to- 
gether. 

It is evident that southern agents advocate the 
contingent commission with the expectation that 
it will produce increased income. In other 
words, they do not propose the abandonment of 
the 15 per cent. flat commission, but suggest the 
contingent commission in addition. Southern 
agents as a whole receive a less rate of com- 
mission on premiums than the agents of other 
sections, and it is natural, therefore, that they 
should feel that there is some justice in their 
claim for increased compensation. 

A 15 per cent. flat commission, with a contin- 
gent in profits, would not, as things now run in 
fire insurance, be excessive compensation. Ifa 
rate of 15 per cent. flat throughout the country 
with a reasonable contingent could be established, 
it would be better for the business of fire insur- 
ance as a whole. 





INSURANCE AGAINST COLLAPSE. 


An inquiry from a Journal reader indicates a 
demand for a new kind of insurance. An eleva- 
tor in an eastern city recently collapsed, causing 
considerable loss and damage to contents not 
covered by warehouseman’s liability or by fire 
insurance. The warehouseman, in this case, as 
it appears, having used reasonable diligence, is 
not liable for damage or loss to stored goods, nor 
is he liable for damage caused by the fall or col- 
lapse of the warehouse or by any other unusual 
occurrence. 

The owner, therefore, in the case described, 
suffers an absolute loss. The inquirer asks if 
there is any company which insures against this 
hazard. Inquiry among fire and casualty com- 
panses indicates that this hazard cannot now be 
covered. 

There are a number of hazards like the above 
incident to the sale and transit of merchandise, 
sometimes leading to heavy loss if not failure, 
which might profitably be covered by some form 
of insurance. Whether the demand would be 
large enough to justify existing companies 
properly empowered under their charters to 
undertake the insurance cannot, of course, be 
stated. 
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PROPOSED GOVERNMENT RATE-MAKING MEASURE FOR TEXAS. 





Complete Text of Bill Showing Rating Plans Evolved as a Substitute for Anti-Compact 
Laws. ; 


This bill is, in our opinion, well worth the attention and study of insurance officials and local 
agents, because it represents a plan of rating evolved, not by those outside of the business, but by 


insiders interested presumably in its welfare. 


Texas is a rabid anti-compact state and this sub- 


stitute bill was prepared and was to be presented and advocated by local agents with the advice, 


consent and co-operation of certain large companies. 


We do not know that this or any similar bill 


will ever be enacted by any state legislature, but we present it for what it represents in insurance 
thought, and for what it indicates as a possible tendency towards legislation in the business itself. 





Section 1. A fire insurance commis- 
sion is hereby created to be composed 
of three persons to be appointed by 
the governor, as follows: The legisla- 
ture being in session the governor 
shall upon the taking effect of this 
act, or as soon thereafter as prac- 
ticable, by and with the consent and 
advice of the senate, appoint said 
commissioners, one of whom shall be 
an expert underwriter, but if the leg- 
islature be not in session the governor 
shall make such appointments, and 
each commissioner so appointed shall 
hold his office until the second Mon- 
day after the inauguration of the next 
succeeding governor and until his suc- 
cessor is elected and qualified. Each 
succeeding governor shall on the sec- 
ond Monday after his inauguration, or 
as soon thereafter as practicable, ap- 
point said commissioners, who shall 
hold office until the second Monday 
after the inauguration of the next 
succeeding governor until his suc- 
cessor is appointed and qualified. The 
persons so appointed shall be residents 
of the state of Texas and qualified 
voters under the statutes and laws 
and not less than twenty-five years of 
age. No person shall be appointed as 
such commissioner who is directly or 
indirectly interested in any fire insur- 
ance company in this state or out of 
it, or in any stock, bond, mortgage, 
security, or in the earnings of such 
fire insurance company; and if such 
commissioner shall become volun- 


tarily so interested his office shall be- 
come vacant; and if any fire insurance 
commissioner shall become so inter- 
ested other than voluntarily, he shall 


within a reasonable time divest him- 
self of such interest; failing to do this 
his office shall become vacant. 

No commissioner hereunder shall 
hold any other office under the gov- 
ernment of the United States or of 
this state or any other state govern- 
ment; and shall not, while such com- 
missioner, engage in any occupation 
or calling or business inconsistent 
with his duties as such commissioner. 
The governor shall fill all vacancies 
of the office of commissioner by ap- 
pointment, and the person so‘ ap- 
pointed shall fill out the unexpired 
term of his predecessor. Before enter- 
ing into the duties of this office each 
of the said commissioners shall take 
and subscribe to the oath of office pre- 
scribed in the statutes, and shall, in 
addition thereto, swear that he is not 
directly or indirectly interested in any 
fire insurance company nor in the 
bonds, stocks, mortgages, securities, 
contracts or earnings of any fire insur- 
ance company, and that he will, to the 
best of his ability, faithfully and 
justly execute and enforce the pro- 
visions of this act and all laws of this 
state concerning fire insurance com- 
panies, which oath shall be filed with 
the secretary of state. Each of said 
commissioners shall receive an annual 
salary of twenty-five hundred dollars, 
payable in the same manner that 
salaries of other state officers are paid. 

Sec. 2. The commissioners ap- 
pointed shall meet at Austin and ap- 
point and elect one of their number 
chairman of said commission. The 
majority of said commission shall 
constitute a quorum to transact busi- 
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ness. Said commission may appoint 
a secretary at a salary of not more 
than fifteen hundred dollars per an- 
num, and may appoint not more 
than two clerks at a salary of not 
more than twelve hundred dollars per 
annum each. The secretary shall 
keep full and complete minutes of all 
the transactions and proceedings of 
said commission and perform such 
duties as may be required by the com- 
mission. The commission shall have 
power to make all needful rules for 
their government and for their pro- 
ceedings. They shall be known col- 
lectively as ‘‘Fire Insurance Commis- 
sion of Texas,’’ and shall have a seal, 
a star of five points, with the words 
‘*Fire Insurance Commission of Texas’’ 
engraved thereon. They shall be fur- 
nished an office in the state capitol of 
Austin, and with necessary furniture, 
stationery, supplies and all necessary 
expenses to be paid for on the order 
of the governor. The commissioners, 
secretary and clerks shall be entitled 
to receive from the state their actual 
necessary traveling expenses, which 
shall include the cost only of trans- 
portation while traveling on the busi- 
ness of the commission, to be paid out 
on the order of the governor upon 
itemized statement thereof, sworn to 
by the party who incurred the ex- 
pense, and approved by the commis- 
sion. Said commission may hold ses- 
sions at any place in this state when 
deemed necessary to facilitate the dis- 
charge of their duties. 

Sec. 3. The power and authority is 
hereby vested in the Fire Insurance 
Commission of Texas and it is hereby 
made its duty to adopt all necessary 
rates, charges and regulations to gov- 
ern and regulate fire insurance and 
tariffs ; the power to correct abuses and 
prevent unjust discriminations and 
extortions in the rates of fire insur- 
ance and tariffs in the different fire 
insurance companies in this state; to 
fix and regulate the compensation or 
commission to be paid to fire insur- 
ance agents for the work of securing 
the business and issuing policies of 


fire insurance,so as to keep the cost or 
expense of the same at a reasonable 
price, and to enforce the same by 
having the penulties inflicted as by 
this act prescribed through proper 
courts having jurisdiction. 

(a) The said commission shall have 
power and it shall be its duty to fairly 
and justly classify all property sub- 
ject to insurance of whatever char- 
acter and to establish a reasonable 
basis rate of insurance on such prop- 
erty. And to this end shall require 
the companies to furnish to the com- 
mission, each company, its experience 
for the last five years or since it has 
been in the state if less than five 
years, a complete copy of its business 
as now classified and after the com- 
mission shall have prepared the 
classification deemed best for the 
joint interests of the state of Texas 
and the insurance companies, the 
necessary blanks shall be furnished to 
the several companies and each com- 
pany shall thereafter be required to 
furnish a complete record of its Texas 
business (receipts and losses) annually, 
based on the classification blanks fur- 
nished by the commission. 

(b) The classification herein pro- 
vided for shall apply to and be the 
same for all fire insurance companies, 
subject to the provisions of this act. 

(c) The commission shall ‘have 
power and it shall be its duty from 
time to time to alter, change, amend 
or abolish any classification or rate 
established by it when deemed neces- 
sary; and such amended, altered or 
new classification or rate shall be put 
into effect in the same manner as the 
originals. 

Specific Rates. 

As soon as the commission has 
adopted and furnished to the compa- 
nies the basis rates to be charged for 
standard risks of each class and sub- 
division, together with the schedule 
of charges for deficiencies, occupancy 
and exposure, and the credits for im- 
provements it shall be the duty of the 
insurance companies operating in this 
state to apply the schedule so adopted 
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toeach individual risk in the state of 
Texas except detached dwellings and 
gins. They shall as rapidly as possible 
rerate the entire business of the state 
under an application of the schedule 
furnished by the commission. The in- 
surance companies shall within thirty 
days after they have been furnished 
the schedules put at least five experts 
at work to the end that the work may 
be rapidly done and continue them 
until the work is completed. As soon 
as each city, town or village is rated 
a printed tariff of such rates shall be 
placed in the hands of each company, 
agent and of any citizen who may de- 
sire a copy, and duplicates thereof 
shall be filed with the commission. 
The party charged with the manage- 
ment and direction of this work by 
the insurance companies shall keep in 
his office and furnish to the commis- 
sion, if required, a detailed statement 
of how the rate was made on each risk 
to the end that when errors are made 
they may be readily adjusted. The 
rating shall be done by all the 
companies transacting fire insurance 
business in the state of Texas whether 
joint stock, mutual or individual un- 
derwriters. 

In order to defray the expenses of 
this work each company as above 
shall contribute to the entire cost of 
the proportion that the premiums re- 
ceived by each bears to the entire pre- 
miums collected by all. These assess- 
ments shall be made in May and No- 
vember by the party or officer in 
charge of the work, and any company 
refusing to pay the assessment thus 
made shall forfeit its right to do busi- 
ness in Texas. 

Rates made as provided for by this 
chapter shall take effect as soon as 
' they are promulgated in the form of 
a printed tariff (or printed bulletins 
where they are individual risks not 
requiring printed tariffs) and shall 
remain in force until the individual 
risks are rerated by direction of the 
commission, or at the request of the 
assured; provided, that all changes in 
rates made necessary by change of 


occupancy, exposure or construction 
shall be certified to at once by the 
owner of the property to the commis- 
sion, who shall require a rerating (if 
possible) within thirty days, sending 
to the assured a copy of the new 
rate and how obtained, duplicate 
copies being filed in the office of the 
insurance commission and furnished 
to each and every company and agent 
transacting business in the town 
where the building rerated is located. 
And it shall be unlawful to change any 
rate which has been made under the 
provisions of this chapter until the 
change has been made by an expert 
employed by the insurance companies 
named above under the rules adopted 
by the insurance commission. 

(d) The commission may adopt and 
enforce such rules, regulations, com- 
pensation or commission to agents 
and modes of procedure as it may 
deem proper; to hear and determine 
complaints that may be made against 
the classification, or the rates, the 
rules, regulations and determinations 
of the commission. And until the 
commission shall make classifications 
and basis rates as herein provided, 
and afterwards if they deem it ad- 
visable, they shall adopt some one of 
the present tariffs of rates in use by 
the various companies operating in 
Texas, and the ratings thereunder 
shall be rigidly enforced provided, 
that no printed tariff of any city, town 
or village in Texas, already rated, 
shall be changed until the commission 
has prepared a schedule of rates upon 
which the entire business of the state 
shall be rated. 

Sec. 4. Before a basis rate shall be 
established under this act the commis- 
sion shall give she fire insurance com- 
panies ten days’ notice, and said fire 
insurance companies shall be entitled 
to be heard. 

(a) The commission shall have 
power to adopt rules to govern its 
proceedings and to regulate the mode 
and manner of all investigations and 
hearings of fire insurance companies 
and other parties before it and estab- 
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lishment of basis rates, orders, charges 
and other acts required of it under 
this law provided, no person desiring 
to be present at such investigation by 
said commission shall be denied ad- 
mission. 

(b) The chairman and each of the 
commissioners, for the purpose men- 
tioned in this act, shall have power to 
administer all oaths, certify to all offi- 
cial acts and to compel the attendance 
of witnesses and the production of pa- 
pers, books, accounts, documents and 
testimony,and to punish for contempt 
as fully as is provided by law for the 
district or county court. 

Sec. 5. In all actions between pri- 
vate parties and fire insurance compa- 
nies brought under this the rates, or- 
ders, charges, rules, regulations, 
classifications prescribed by said com- 
mission before the institution of such 
action shall be held conclusive and 
deemed and accepted to be reasonable, 
fair and just, and in all such respects 
shall not be controverted therein un- 
til finally found otherwise in a direct 
action brought for that purpose in the 
manner provided by sections 6 and 7 
hereof. 

Sec. 6. If any fire insurance com- 
pany or other party at interest be dis- 
satisfied with the decision of any rate, 
classification, rule, charge, order, act 
or regulation adopted by the commis- 
sion, such dissatisfied company or 
party may file a petition setting forth 
the particular cause or causes of ob- 
jection to such decision, act, rate, 
rule, charge, classification or order, 
or to either or all of them, in a court 
of competent jurisdiction in Travis 
County, Texas, against said commis- 
sion as a defendant. Said action shall 
have precedence over all other cases 
on the docket of a different nature, and 
shall be tried and determined as all 
other civil causes in said court. Either 
party to said action may appeal to 
the appellate court having jurisdic- 
tion over said cause, and said appeal 
shall be at once returnable to said ap- 
pellate court, at either of its terms, 
and said action so appealed shall have 


a precedence in said appellate court 
of all causes of a different character 
pending therein; provided, that if the 
court be in session at the time such 
cause of action accrues, the suit may 
be filed during such term and stand 
ready for trial after ten days’ notice. 

Sec. 7. In all trials under the fore- 
going section the burden of proof 
shall rest upon the plaintiff, who must 
show by clear and satisfactory evi- 
dence that the rates, regulations, or- 
ders, classifications, acts or other 
charges complained of are unreason- 
able and unjust to it or them. 

Sec. 8. The said commission shall 
so soon as the classifications of sched- 
ules and rates herein provided for are 
prepared for them, furnish for each 
fire insurance company subject to the 
provisions of this act with a complete 
schedule in suitable form showing the 
classifications of buildings and prop- 
erty made by them and the rates fixed 
by said commission to be charged to 
such fire insurance company for the 
insurance of said property, and shall 
cause a certified copy of such classifica- 
tion and schedule of rates to be de- 
livered to each of said fire insurance 
companies at its principal place of 
business in this state, if it has such 
office in this state, if not, then to any 
agent of said company in this state, 
which said schedule, rules and regula- 
tions shall take effect at the date 
which may be fixed by the commission 
not less than twenty days. Each of 
said fire insurance companies shall 
cause said schedule to be printed in 
type of a size not less than pica, and 
shall have the same posted up ina 
conspicuous place in each of its offices 
in this state, so as to be inspected by 
the public. Suid commission may at 
any time abolish, alter or in any man- 
ner amend the said schedule, or 
abolish or amend any such regulations, 
and in that event certified copies of 
the schedules, rules or regulations, 
showing changes therein, shall be de- 
livered to each fire insurance com- 
pany as herein specified. 

Sec. 9. Any person, firm, corpora- 
tion or association, or any mecantile, 
argicultural or manufacturing asso- 
ciation, or any body politic, or any 
municipal organization, complaining 
of anything done or omitted to be 
done by any fire insurance company 
subject hereto, in violation of any law 
of this state or the provisions of this 
act for which penalty is provided,may 
apply to said commission in such 
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manner and under such rules as the 
commission may prescribe; where- 
upon, if there shall appear to the com- 
mission to be any reasonable grounds 
for investigating said complaint, it 
shall give at least five days’ notice to 
such fire insurance company of such 
charge and complaint, and call upon 
said fire insurance company to an- 
swer the same at a time and place to 
be specified by the commission; pro- 
vided, the commission shall investi- 
gate and determine such complaint 
under such rules and modes of pro- 
cedure as it may adopt. If the com- 
mission find that there has been a 
violation it shall determine if the 
same was wilful; if it finds that such 
violation was not wilful it may call 
upon said fire insurance company to 
reimburse the complainant the amount 
of premium collected in excess of the 
proper rate and if said fire insurance 
company shall do so within the time 
specified by the commission there shall 
be no prosecution by the state; but if 
said fire insurance company shall not 
pay said damages and costs within the 
time specified by said commission, or 
if the commission find such violation 
to be wilful, it shall institute proceed- 
ings to recover the penalty of such 
violation and the costof such inves- 
tigation. All such complaints shall be 
made in the name of the state of Texas 
upon the relation of such complainant. 
All evidence taken before said com- 
mission in the investigation of such 
complaint when reduced to writing 
and signed and sworn to by the wit- 
ness may be used by either party, the 
state, complainant or the fire insur- 
ance company in any proceeding 
against such fire insurance company 
involving the same subject matter; 
provided further, that the commis- 
sioners may require the testimony 
to be taken before them to be reduced 
to writing when they may deem it 
necessary, and a certified copy, under 
the hand and seal of said commission, 
shall be admissible in evidence on the 
trial of any cause or proceeding grow- 
ing of the same transaction against 
such fire insurance company involving 
the same subject matter between the 
same parties. 

Sec. 10. The commission or either 
of them or such persons as they em- 
ploy therefor shall have the right, at 
such time as they may deem necssary, 
to inspect the books and papers of any 
fire insurance company and to exam- 
ine under oath any officer,agent or em- 
ployee of such fire insurance company 
in relation to the business and affairs 


of the same. If any fire insurance 
company shall refuse to permit the 
commissioners, or either of them, or 
any person authorized thereto, to ex- 
amine its books and papers, such fire 
insurance company shall, for each 
offense, pay to the state of Texas not 
less than one hundred and twenty-five 
dollars nor more than five hundred 
dollars for each day it shall so fail or 
refuse; provided, that any other per- 
son than one of said commissioners 
who shall make any such demands 
shall produce his authority, under 
the hand and seal of said commission, 
to make such inspection. 

(a) Any officer, agent or employee 
of any fire insurance company who 
shall, upon proper demand, fail or re- 
fuse to exhibit to the commissioners, 
or either of them, or any person au- 
thorized to investigate the same, any 
book or paper of such fire insurance 
company which is in the possession 
or under the control of such officer, 
agent or employee shall be deemed 
guilty of a misdemeanor, and upon 
conviction in any court having juris- 
diction therof shall be find for each 
offense a sum not less than one hun- 
dred dollars and not to exceed five 
hundred dollars. 

Sec. 11. The said commission shall 
annually cause to be prepared suitable 
blanks with questions calculated to 
elicit all information concerning fire 
insurance companies, and so often as 
it may be necessary furnish said 
blanks to each fire insurance com- 
pany. Any fire insurance company 
receiving from the commission any 
such blanks shall cause said blanks to 
be properly filled out so as to answer 
fully and correctly each question 
therein propounded, and in case they 
are unable to answer any question, 
they shall give a satisfactory reason for 
their failure; and the said answers 
duly sworn to by the proper officer of 
said company shall be returned to said 
commission at its office in the city of 
Austin within thirty days from the 
receipt thereof. 

(a) If any officer or employee of a 
fire insurance company shall fail or 
refuse to fill outand return any blanks 
as above required, or fail or refuse to 
answer any questions therein pro- 
pounded, or give a false answer to 
any such question where the fact 
inquired of is within his knowledge, 
or shall evade the answer to any 
such question, such person shall be 
guilty of a misdemeanor, and shall on 
conviction thereof be fined for each 
day he shall fail to perform such duty 
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after the expiration of the time afore- 
said a penalty of not less than one 
hundred dollars nor more than five 
hundred dollars, and the commission 
shall cause a prosecution therefor in 
the proper court ;and a penalty of a like 
amount shall be recovered from the 
company when it appears that such 
person acted in obedience to its direc- 
tion, permission or request in his fail- 
ure, evasion cr refusal. Said commis- 
sion shall have the power to prescribe 
a system of classification to be ob- 
served by all fire insurance companies 
subject thereto, under the penalties 
prescribed in this section. 

(b) Said commission shall make 
and submit to the governor annual 
reports containing a full and complete 
account of the transactions of their 
office, together with the information 
gathered by such commission as 
herein required, and such other facts, 
suggestions and recommendations as 
may be by them deemed necessary, 
which report shall be published os the 
reports of the heads of departments. 

Sec. 12. The said commission in 
making «ny examination or investi- 
gation provided in this act shall have 
the power to issue subpoenas for the 
attendance of witnesses by such rules 
as they may prescribe. Each witness 
who shall appear before the commis- 
sion by order of the commission ata 
place outside of the county of his resi- 
dence, shall receive for his attendance 
one dollar per day and three cents per 
mile, traveling by the nearest practi- 
cable route, in going to and returning 
from the place of meeting of said com- 
mission, which shall be ordered paid 
by the comptroller of public accounts 
upon the presentation of proper 
vouchers, sworn by such witness and 
approved by the chairman of the com- 
mission; provided, that no witness 
shall be entitled to any witness fees or 
mile:ge who is directly or indirectly 
interested in any fire insurance com- 
pany in this state or out of it, or who 
is in any wise interested in any stock, 
bond, mortgage, security or carnings 
of any such fire insurance company or 
who shall be the agent or employee of 
such fire insurance company or an 
officer thereof, when summoned at the 
instance of such fire insurance com- 
pany;and no witness provided with 
free transportation shall receive pay 
for the distance he may have traveled 
on such free transportation. In case 
any witness shall fail or refuse to 
obey such subpoena, said commission 
may issue an attachment for said wit- 
ness, directed to any sheriff or any 


constable in the state of Texas, and 
compel him to attend before the com- 
mission and give his testimony upon 
such matters as shall be lawfully re- 
quired of them. If a witness, after 
being duly summoned, shall fail or re- 
fuse to uttend or to answer any ques- 
tion propounded to him, and which he 
would be required to answer if in 
court, the commission shall have the 
power to fine and imprison such wit- 
ness for contempt in such manner that 
a judge of the district court might do 
under similar circumstances. Any such 
testimony shall not be used against 
such person on the trial of any crimi- 
nal proceeding; provided, the commis- 
sion shall in all cases have the right, 
in its discretion, to issue proper pro- 
cess and take depositions instead of 
compelling personal attendance of wit- 
nesses. The sheriff or constable ex- 
ecuting any process issued under the 
provisions of this section or under any 
other provisions of this act shall re- 
ceive such compensation as may be 
allowed by the commission, not to ex- 
ceed fees as now prescribed by law 
for similar services. 

Sec. 13. If any fire insurance com- 
pany subject to this act or its agent or 
officer shall wilfully hereafter charge, 
collect, demand or receive from any 
person, company, firm or corporation 
a greater or less rate, charge or com- 
pensation than that fixed and estab- 
lished by the fire insurance commis- 
sion, such fire insurance company or 
its agent or officer shall be deemed 
guilty of extortion, and shall forfeit 
and pay to the state of Texas a sum 
not less than one hundred dollars nor 
more than five hundred dollars. 

Sec. 14. If any fire insurance com- 
pany subject hereto, directly or in- 
directly, or by any special rate, re- 
bate, drawback or other device, shall 
charge, demand, collect or receive 
from any person, firm or corporation 
greater or less compensation for any 
service rendered or to be rendered by 
it than it charges, demands, collects 
or receives from any other person, 
firm or corporation for doing a like 
and contemporaneous service, such 
fire insurance company shall be 
deemed guilty of unjust discrimination 
which is hereby prohibited. 

(a) It shall also be unjust dis- 
crimination for any such fire insur- 
ance company to make or give any 
undue or unreasonable preference or 
advantage to any particular person or 
firm, corporation, or to subject any 
particular person, firm or corporation 
to any undue or unreasonable prejud- 
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ice, delay or disadvantage in any re- 
spect whatsoever. 

Sec. 15. In case any fire insurance 
company subject to this act shall do, 
or cause to be done, or permit to be 
done, any matter, act or thing in this 
act prohibited or delared to be un- 
lawful, or shall omit to do any act, 
matter or thing herein required to be 
done by it, such fire insurance com- 
any shall he liable to the person or 
persons, firm or corporation injured 
thereby for the damage sustained in 
consequence of such violation; and in 
case said fire insurance company shall 
be guilty of extortion or discrimina- 
tion as in this act defined, then in ad- 
dition to such damages such fire in- 
surance company shall pay to the per- 
son, firm or corporation injured 
thereby a penalty of not less than one 
hundred and twenty-five dollars nor 
more than five hundred dollars, to be 
recovered in any court of competent 
jurisdiction in any county in which 
such fire insurance company operates; 
provided, that such fire insurance 
company may plead and prove as a de- 
fense to the action for said penalty 
that said overcharge was unintention- 
ally and innocently made through a 
mistake of fact; provided, that any 
such recovery as herein provided for 
shall in no manner affect a recovery 
by the state of a penalty provided for 
such violation. 

Sec. 16. If any fire insurance com- 
any as aforesaid shall wilfully violate 
any other provision of this act, or 
shall do any other act herein pro- 
hibited, or shall fail or refuse to per- 
form any other duty enjoined upon it 
for which a penalty has not herein 
been provided, for every such act or 
violation it shall pay to the state of 
Texas a penalty of not less than five 
hundred dollars. 

Sec. 17. All of the penalties herein 
provided, except as provided in section 
16, shall be recoverd and suits thereon 
shall be brought in the name of the 
state of Texas in the proper court hav- 
ing jurisdiction in Travis County, or in 
any county in which such fire insur- 
ance company operates, by the at- 
torney-general or under his direction. 
In all suits arising under this act the 
rules of evidence shall be the same as 
in ordinary civil actions, except as 
otherwise herein provided. All fines 
and penalties recovered by the state 
under this act shall be paid into the 
treasury of the state. 

Sec. 18. Upon application of any 
person the commission shall furnish 
certified copies of any classification, 


rates, rules, regulations or orders, and 
such certified copies or printed copies 
published by authority of the com- 
mission shall be admissible in evi- 
dence in any suit and sufficient to 
establish the fact that any charge, 
rate, rule, order or classification 
therein contained, and which may be 
in issue in the trial, is the official act 
of the commission. A_ substantial 
compliance with the requirements of 
this act shall be sufticient to give effect 
to all the classifications, rates, charges, 
rules, regulations, requirements and 
orders made and established by the 
commission, and none of them shall 
be declared inoperative for any omis- 
sion or a technical matter in the per- 
formance of such act. 

Sec. 19. It is hereby made the duty 
of such fire insurance commission to 
see that the provisions of this act and 
all laws of this state concerning fire 
insurance companies are enforced and 
obeyed, and that violations thereof 
are promptly prosecuted and penalties 
due the state therefor recovered and 
collected. And said commission shall 
report all such violations, with the 
facts in their possession, to the at- 
torney-general, and request him to 
institute proper proceedings, and all 
suits between the state and any fire 
insurance company shall have prefer- 
ence in all courts over all other suits 
pending therein. 

(a) It shall be the duty of the com- 
mission to investigate all complaints 
against fire insurance companies sub- 
ject hereto, and to enforce all laws of 
the state in reference to fire insurance 
companies. 

Sec. 20. This act shall not have 
the effect to release or waive any 
right of action by the state or by any 
person for any right, penalty or for- 
feiture which may have arisen or may 
hereafter arise under any of the laws 
of this state; and all penalties accru- 
ing under this act shall be cumulative 
of each other, and a suit for or re- 
covery of one shall not be a bar to the 
recovery of any other penalty, and all 
laws and parts of laws in conflict with 
this act are hereby repealed. 

Sec. 21. The fact that there is no 
adequate law in this state whereby 
extortions and discriminations in rates 
of insurance can be prevented, and 
the crowded condition of the calendar, 
creates an emergency and imperative 
public necessity that the constitutional 
rule requiring bills to be read on three 
several days be suspended, and that this 
act take effect and be in force from and 
after its passage, and it is so enacted. 
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THE DEFERRED DIVIDEND POLICY: IS IT A GAMBLING CONTRACT ? 


Responsibility of Those Who Buy as Well as Those Who Sell—Deferred Dividends Controlled 
by Same Principles as Endowments and Annuities. 





We find in Mr. Lawson’s article in 
“‘Everybody’s’’ for July the following 
statement: 

The millions of revenue paid annually into the 
life insurance companies of this country repre- 
sent the blood and tears and sweat of millions 
of Americans who thus provide for the care of 
their dear ones for the time when death shall 
bave putan end totheir own income earning 
abilities. 

Not all the millions paid to life in- 
surance companies by any means 
have been for the protection of de- 
pendents. A very considerable share, 
perhaps one-half, has been paid be- 
cause those who supplied the premium 
expected a very considerable return 
in profit to themselves during life- 
time, through the operation of the 
endowment plan and in connection 
with the system of deferred dividends. 
It is the combination of opportunity 
afforded by insurance companies in 
offering for sale these investment 
forms of insurance, coupled with the 
lively sense of expectation in the 
policyholder—amounting in many 
cases no doubt to actual “‘cupidity”’ 
—which has assisted more than any- 
thing else to rear life insurance up to 
its present proportions and has led to 
the dangers and evils which just at 
present are causing public criticism. 

The millions of premiums represent- 
ing ‘‘blood and tears and sweat’’ which 
have been paid for pure life insurance 
are not concerned in this controversy. 
The people whose interests are mainly 
at stake and who have provided the 
means whereby these evils have 
grown up are those who, when they 
buy a life insurance contract turn nat- 
urally, because of their desire for per- 
sonal gain, to the investment forms 
of insurance, and who have allowed 
the great sums of surplus to be piled 
up in the hope that by persistency 


they would realize liberal returns 
from a division of this immense pool. 

It takes two parties to make a con- 
tract. If the companies were wrong 
in offering investment insurance to 
the public,then the public was equally 
wrong in buying it, and it is no more 
a reflection upon the companies that 
they should issue these forms of insur- 
ance than it is a reflection upon the 
insuring public that it needed the 
stimulus of personal gain in order to 
induce it ‘‘to thus provide for the care 
of their dear ones.’’ And there are 
many who will claim—justly no doubt 
—that the deferred dividend and the 
endowment policy (which, like the de- 
ferred dividend, is payable only to 
those who live) has brought actual 
life insurance protection to many 
homes and to many dependents who 
otherwise would have been left with- 
out it. 

The editor of this magazine prefers 
annual dividend, straight life insur- 
ance because this form of policy af- 
fords, at the lowest possible cost, the 
particular protection which he desires 
for his family in case of the contin- 
gency of death. He has never taken 
or thought of taking either an endow- 
ment policy or a deferred dividend 
policy, yet he would not object to 
others taking such contracts if their 
desires and interests led them to pre- 
fer this form, and particularly he 
would not object to them on the 
grounds set forth by F. 8. Elwell in 
the June Journal. 

If, as he contends, a deferred div- 
idend policy is gambling pure and 
simple, then it seems to us that all 
contracts issued by life insurance com- 
panies, based upon the laws of chance 
and probability, are gambling in their 
essence. The pure life insurance con- 
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tract is based upon the payment of 
premiums by a group of people. The 
dependents of those who chance to 
die early receive large returns for the 
investment made by the policyholder. 

With the endowment policy and the 
deferred dividend the same conditions 
are true,except that those who chance 
to live through to the end of the 
period obtain the gains. The prin- 
ciple is the same, the conditions only 
are reversed. 

We do not see anything essentially 
unsound in a contract between a 
group of men who pay annually a 
certain sum into a fund the proceeds 
of which are to be paid to those who 
survive,for this idea,as it seems to us, 
is at the root of old-age or annuity 
insurance. The editor of this magazine 
is an investor in annuities and it has 
never seemed to him that he was do- 
ing an improper, inequitable or im- 
moral thing in thus providing for the 
payment of a fund annually during 
his declining years. Yet is it not true 
in this case that some of the annu- 
itants, because they die early, lose 
the returns which must be paid to 
those who survive, just the same as in 
the case of the endowment or the de- 
ferred dividend insurance? 

It seems to us that the underlying 
principle is the same in the case of an 
annuity,an endowment and a deferred 
dividend. As a life insurance investor 
we should consider the annuity pre- 
ferablo to the endowment or the de- 
ferred dividend. It seems to be the 
more logical complement of the pure 
life insurance contract. The prudent 
man who has due regard both for him- 
self and his dependents will insure 
both his life and his oldage. If Mr. 
Elwell’s argument is sound only those 
who insure against death engage in a 
legitimate transaction, while those 
who insure themselves against the 
future contingencies of life by means 
of the annuity, the endowment or the 
deferred dividend commit a wrong. 

We cannot find any grounds for 
saying that the deferred dividend is 
an improper contract for those who 


desire it. Given a free choice today 
and with present knowledge of condi- 
tions, we believe the majority of peo- 
ple will select the annual dividend 
policy because it affords the greatest 
amount of protection at the lowest 
annual cost. The evils attendant upon 
the writing of deferred dividend pol- 
icies are not inherent but incidental, 
growing out of loose methods of ac- 
counting and indefiniteness regarding 
the character of funds accumulated. 

All possible criticism against the 
deferred dividend contract would be 
removed if the lapsing policyholder 
were allowed a stipulated equity in 
accumulated dividends; in short, a 
surrender value similar to that ex- 
tended to him covering his equity in 
the reserve. Moreover all life insur- 
ance companies should, in our opin- 
ion, offer equal inducements to their 
agents to write annual and deferred 
dividend policies. There is no logical 
reason why an agent should be paid 
more commission to write a deferred 
dividend policy than an annual div- 
idend policy. On the contrary there 
is everything to be said against it, for 
the payment of said commission is 
practically a ‘‘tender’’ to induce the 
agent to sell the deferred dividend 
policy to the exclusion of the annual 
dividend and he is thus prevented, by 
his own self-interest, from properly 
presenting the merits of the two plans 
to the prospective insurant. 





OUR ASSOCIATE EDITOR. 


Mr. Samuel Davis, who has recently become 
connected with the Journal as associate editor, 
is a careful student of life insurance and pos- 
sesses Opinions of his own which in themselves 
command attention. With his views the editor 
of the Journal does not always agree, but: Mr. 
Davis is free at all times to say what he thinks 
should be said without consultation with the 
editor or without attempting to conform to his 
views. 

If our associate should advance views which 
the editor thinks are radically wrong, the editor’s 
view will be stated at the same time. The Jour- 
nal believes in variety of opinion and freedom of 
debate. This explanation is made in order that 
our readers may understand that unsigned 
articles hereafter appearing may be written 
either by the editor or his associate. 
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HOW ONE NEW COMPANY PROVIDES FOR EXCESS EXPENSE. 





Reliance Life of Pittsburg Maintains Full Reserve and Uses Surplus Only for Expenses— 
Analysis of Two Years’ Business. 





The Reliance Life Insurance Com- 
pany began business on the 4th of 
May 1903. It is organized under the 
laws of Pennsylvania with $1,000,000 
capital paid in and had on commenc- 
ing business a cash surplus of $1,000,- 
000. The president of the company is 
ex-Judge James H. Reed, whose law 
partner for twenty years was United 
States Attorney-General Philander C. 
Knox. In the board of directors are 
a number of wealthy Pennsylvania 
business men, who have had the cour- 
age to furnish a cash surplus of suffi- 
cient size to obviate the necessity of 
resorting to first-year preliminary 
term or any similar subterfuge for de- 
fraying the cost of establishing the 
business. 

Its policies are valued by the Penn- 
sylvania insurance department on the 
American 3 per cent. table. Follow- 
ing is a resume of the company’s 
operations to Jan. 1, 1905: 


Began May 4, 1903, with.....see ° 
Receipts to Dec. 31, 
1903 : 


Premiums.......- $128,049.42 
Interest eeeerteeeee 39,494.29 


$2,000,000 





Other sources.... 35.74 
$167,579.45 
Receipts in 1904: 
Premiums ... soe. $167,144.56 
Interest eeeeeeeeee 65,003.12 
Other sources.... 446.77 
$400,173.90 400,173.90 
$2,400,173.90 
Expended to Dec. 31, 
1908 .ceccce socce eee $113,844.48 
Expended in 1904: 
Agency expenses. 127,948.02 
Office expenses... 147,630.52 
Death claims..... 6,000.00 
$395,423.02 395,423.02 
$2,004,750.88 
Appreciation in value of assets... 44,342.19 
Assets Jan. 1, 1905. eeeeeesreeesece $2,049 ,093.07 


Liabilities : 
Reserve soccer seee $219,994.00 
Death claims..... 1,000.00 
Other liabilities... 1,700.27 


$222,694.27 222,694.27 


Surplus eeeeeece eeeeeseeeeee eee $1,826,398.80 
Total paid for business in force on 
Dec, 31, 1904. ccccece eeeeeeeeeeee $4,217 ,607.00 


It appears from these figures that 
the total receipts of the company 
from date of organization to Dec. 31, 
1904, amounted to $444,516.09. In this 
amount are included premiums, ap- 
preciation of assets, interest and mis- 
cellaneous sources. The expenditures 
and reserve liabilities during this 
period took all of the receipts and 
$173,601.20 besides, amounting to 
$618,117.29. 

This is an impressive illustration of 
the cost of placing new business on 
the books. It is not at all peculiar to 
new companies but affects all going 
companies in the same way. With the 
old companies, however, the saving 
from the expense loading on a large 
volume of old business, which requires 
only a very small outlay for adminis- 
tration, is in most cases large enough 
to keep the total expenses within the 
total of the whole loading. 

In recent years there has been a 
tendency to increase the outlay for 
new business to such an extent that 
the number of companies which use 
the entire loading is increasing, while 
there are also some which use a great 
deal more than the whole of it. Some 
of them would be in quite a bad way 
if the interest rate were to shrink tu 


any appreciable extent. 

It seems fairly well established by 
analysis of the figures:shown in the 
operation of rapidly growing compa 
nies that the effect on the mortality 
rate, while very considerable up toa 
certain point, does not continue to 
lessen the rate beyond that point. 

It would, therefore, be to the ad 
vantage of all concerned, new compa- 
nies and old, if a resolute attempt 
were to be made to sharply reduce 
agency and general expense. 





TEN-YEAR RULE REPEALED. 


The Michigan Life Underwriters’ Association 
has repealed the by-law intended to restric- 
membership to agents of companies which have 
been in business at least ten years. 








84 Journal of Insurance Economics. 








UNITED STATES LIFE ADOPTS PRELIMINARY TERM PLAN. 





Last Resort of an Incompetent Management—Term Reserve Device Discredited. 





In the May Journal it was said, in 
criticising the remarkable treatment 
of the United States Life by the New 
York insurance department, that it 
did not make the company any 
stronger or better for the insurance 
department to excuse and palliate its 
shortcomings. It was also stated that 
the company has not been and is not 
today competently managed. 

These statements, while amply sus- 
tained by the disclosures of the de- 
‘ partment’s examination, have been 
strongly corroborated by the com- 
pany’s adoption of the first year pre- 
liminary term device. 

If any greater confession of weak- 
ness and imcompetency on the part of 
the executives of this company was 
needed, this act abundantly supplies 
the want. It is the last resort of a 
defeated and harassed management. 
It should be apparent to these man- 
agers, that after several years’ trial 
by others the ‘‘device’’ is losing caste 
even in the house of its friends, and 
that it has not accomplished the 
‘*wonders’’ that were expected of it. 

In the case of the United States 
Life, it may aid temporarily in giv- 


ing the surplus a better appearance 
than its actual condition warrants, 
but the relief will be of the briefest 
duration. It will not be so easy in the 
next few years to cover up the real 
standing of a company as it has been 
in the period now closing. Aside from 
other reasons, then, this resort to the 
preliminary term method comes en- 
tirely too late to be of any value. 

If the United States Life is to con- 
tinue in business and fulfill its obliga- 
tions the imperative need is a new 
management that shall be honest and 
capable. Rigid retrenchment is abso- 
lutely necessary. Likewise such a 
showing of fruits meet for repentance 
as shall afford unmistakable evidence 
of the desire and intent to do right 
and only right. 

If the present management is un- 
willing to give better earnest of right 
methods than the adoption of prelim- 
inary term, they should give place to 
others. If the stockholders are un- 
willing to compel this, then the best 
interest of the policyholders demands 
that the company reinsure in some 
institution that will properly subserve 
their concerns. 





DANGER AND DIFFICULTY FOR THE ROYAL ARCANUM. 








Officers Claim Members Demand Whole Life Insurance—Upset in Order Disproves Assertion. 








In the year 1900 when the National 
Fraternal Congress met in Boston, 
Lieutenant-Governor Northcutt of 
Illinois, roused a great storm of op- 
position by telling the society that for 
thirty-two years they had been fur- 
nishing term insurance and nothing 
else. He said it was impossible for 
fraternal societies to furnish whole 
life protection except at a rate higher 
than what the members were willing 
to pay. ‘‘When you carry whole life, 


you carry commerical insurance, and 
when you do that you are not going 
to get it at much less than old line 
rates.”’ 

Mr. Northcutt appeared as the rep- 
resentative of the Modern Woodmen 
of America, which shortly after this 
convention was shaken to its founda- 
tions in the controversy over a neces- 
sary change in the rates. The present 
situation in the Royal Arcanum brings 
to mind the discussions of the conven- 
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tion referred to, and serves to em- 
phasize whatever of light that had 
then begun to dawn upon the man- 
agers. 

In a recent statement Supreme Sec- 
retary Robson of the Royal Arcanum 
reviews briefly the history of fra- 
ternals since 1877. In response toa 
public demand for a cheap form of 
insurance fraternal societies arose, 
the Royal Arcanum being the third 
that attained an important size. It is 
claimed that the Arcanum never offi- 
cially professed to be anything but a 
current cost society, giving protection 
from month to month as assessments 
were paid. No provision was thought 
to be necessary for increasing mor- 
tuary liabilities during the old age 
period. 

But while the official utterances 
may have been carefully confined to 
such statements, the rank and file 
were premitted to believe that they 
really were obtaining whole life insur- 
ance. This was particularly so after 
the increase in assessments made in 
1898. It was very clearly believed 
then by the membership that no addi- 
tional increase in rates would ever be 
necessary. 

The officials now claim that the 
members have forgotten the original 
scope of fraternal insurance to con- 
fine itself to temporary protection 
only and that the members do not 
recognize the fact that the former 
sentiment has given place to a de- 
mand for whole life protection. Many 
have thought that the twelve assess- 
ments arranged in 1898 were to be 
level for life but it appears that this 
belief was not founded on official 
statements, and the regulations for 
additional assessments have never 
been abolished. 

This plan may technically let the 
officials out of a tight box, but they 
must have been deaf and blind indeed 
not to be well aware that representa- 
tions directly contrary to their pres- 
ent claims were invariably and per- 
sistently made to the great numbers 
of young men admitted to the order 
in the last seven years. 


Finally the official representation is 
now unequivocally made that the new 
plan of the Arcanum is arranged with 
rates on the whole life basis. The 
regular rate is a term rate to 65 and 
level thereafter, requiring at this 
point a good stout increase. But it is 
safe to say that but few would choose 
this rate if fully aware of what it 
means. What is called ‘‘Option A”’ is 
presumed to be the rate that the ma- 
jority will choose. It is claimed to be 
a constant rate for the whole of life. 

But it is significant to note that 
these rates are still under those of the 
National Fraternal Congress Table. 
The rates embodied in the latter table 
were established by law in a number 
of states, including Massachusetts, as 
the minimum rate on which a new 
society could be framed. So that it 
seems to be a sad fact that the Royal 
Arcanum managers have again lacked 
either courage or ability to establish 
an adequate rate. 

It is very apparent that if it would 
not be safe to establish a new society, 
with no past to atone for, with rates 
lower than those of the National Fra- 
ternal Congress Table, the Royal Ar- 
canum with all its past mistakes to be 
remedied, is in an absolutely hopeless 
condition. 

The writer has hesitated for a long 
time to make a statement so sinister 
as this, always hoping that the offi- 
cials would take heart of fate, and es- 
tablish rates and plans that would be 
more thana mere mockery. They 
have had the opportunity and have 
been unable to rise to it. The fate of 
the Royal Arcanum will now be 
merely a repetition of the American 
Legion of Honor fall and the numerous 
other societies. Herein the writer 
differs from Mr. Robson, who says 
‘‘Hereafter with adequate rates the 
Royal Arcanum will furnish whole 
life protection at the lowest possible 
cost.’’ 





DIFFERENT KINDS OF MUTUALITY. 


Some life insurance companies were organized 
mutual, some have achieved mutuality and some 
have mutuality thrust upon them.—National 
Messenger. 
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PENNSYLVANIA’S NEW STATE COMMISSIONER OF INSURANCE. 





Boss Durham Displaced from Office — His Successor Not an Improvement and Real 
Reform Is Necessary. 





The removal of Insurance Commis- 
sioner Israel W. Durham and the ap- 
pointment in his place of David Mar- 
tin, by Governor Pennypacker of 
Pennsylvania, can only be regarded 
as a polticial move in that most ex- 
traordinary ‘‘satrapy’’ of the late 
Senator Quay. 

Lincoln Steffens has revealed much 
of the political corruption that has 
assumed virulent shape in many parts 
of the United States. Nowhere did 
he find it developed and intrenched 
to a greater extent than in the 
commonwealth which bears the name 
of the great Quaker. It seems from his 
many acts of the same nature, that 
Governor Pennypacker is more fully 
obsessed with the belief that the politi- 
cal machinery of a great state exists 
solely for the selfish uses which the 
party in power can make of it, than 
any governor who has dishonored the 
executive office in recent years. 

Israel Durham was a political boss 
of the stripe which seems to have 
reached is culmination in the present 
government of Pennsylvania. He had 
the good sense to let the affairs of the 
insurance department alone, however; 
it is said that he only visited the de- 
partment’s offices half a dozen times a 
year, and was satisfied to permit the 
administration of the important af- 
fairs there to his able subordinates. 

The insurance companies have been 
well pleased with the way in which 
the department has been conducted 
by Chief Clerk McCullough and Ac- 
tuary Foster. Both are able men and 
thoroughly impressed with the seri- 
ousness of the work intrusted to them. 

The insurance companies reporting 
to this department have cause for 
alarm in the belief which is spreading 
that the new appointee, Martin, con- 
templates turning out the experienced 
men there to make room for his own 


political heelers. It is said that Martin 
is wholly without political conscience, 
and that his single objective in obtain- 
ing the post of insurance commis- 
sioner is to secure the profit which can 
be made out ofit. His salary is only 
$3,000, but the fees for the valuation 
of life policies also go to the commis- 
sioner. The valuation charge is two 
cents for each $1,000, and this amounts 
to the tidy sum of $16,000 or $17,000 
per year. 

Perhaps no great objection would be 
made if the business could be assured 
that Martin would rest satisfied with 
obtaining $20,000 from it. But itis 
greatly to be feared from his history 
and environment that he will not stop 
here, but will use the power which 
goes with his position to mulct the 
companies in other ways. 

It is not a pleasing prospect to face. 
It would be well for the insurance in- 
terests to take counsel together, and 
resolve to offer resistance at the first 
sign from Harrisburg of an effort to 
harass them. 

This latest instance of predaceous 
politics should be confronted at every 
point with a firm determination not 
to submit to the least injustice or im- 
position. It might even be possible to 
drive Martin out and secure « decent 
man in his place. 

The insurance department of Penn- 
sylvania is too important to the com- 
panies of all kinds, and to the individ- 
uals of the state to be turned into an 
adjunct of a political machine. The 
people who have their dollars invested 
in insurance premiums are already too 
heavily taxed, both there and else- 
where. They too, should be alert to 
these things and a way should be 
found by which the policyholders can 
co-operate with company officials, in 
anticipating and preventing any ex- 
pected attacks on insurance funds. 
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GROVER CLEVELAND, “ THE GREAT TRUSTEE”’ FOR THE EQUITABLE 





FROM THE BosTON HERALD. 


Grover Cleveland is fortunate in his 
opportunities. It is one of the splen- 
did illustrations of the value of democ- 
racy that the first citizen of the re- 
public is a man in private life. Hardly 
any one will deny him great distinc- 
tion, or the honor of being of great 
usefulness to his fellow-citizens, or 
due praise for high achievements, al- 
though there are many who, for the 
moment at least, always regard the 
passing show as of higher interest, per- 
haps importance, than the living and 
continuing and all pervasive institu- 
tions of lasting beneficence. To a 
good many, however, especially to 
those who think before they speak, 
there remains an abiding faith in 
character, in steady and sane judg- 
ment, and to these Mr. Cleveland 
ranks as the first citizen of the repub- 
lic. He has won the confidence of his 
country. The people of whom he is 
modestly one are often inclined to re- 
gard him as their refuge and strength. 
They know his unselfish devotion to 
their interests. They are sure of the 
depth and genuineness of his patriot- 
ism. They are always confident that 
he will do his duty by them, and do it 
for them and not for his own profit or 
his own popularity. He does not seek 
the centre of the stage, but he takes 
it when he is convinced that he may 
render public service by doing so and 
when he-:is invited. 

Mr. Cleveland has also the happy 
faculty of speaking the right word. 
He has accepted the trusteeship of the 
Equitable stock purchased by Mr. 
Ryan, or by his syndicate, for the 
protection of the policyholders, the 
beneficiaries of the trust. In his let- 


ter to Mr. Ryan, Mr. Cleveland writes: 

While the hope that I might aid in improving 
the plight of the Equitable society has led me to 
accept the trusteeship you tender, I cannot rid 
myself of the belief that what has overtaken 
this company is liable to happen to other insur- 
ance companies under fiduciary organizations, 
as long as lax ideas of responsibility in places of 


trust are tolerated by our people. The high 
pressure of speculation, the madness of inordi- 
nate business scheming and the chances taken in 
new and uncertain enterprises are constantly 
present temptations, too often successful, in 
leading managers and directors away from 
scrupulous loyalty and fidelity to the interests of 
others confided to their care. 

We can better afford to slacken our pace than 
to abandon our old, simple, American standards 
of honesty, and we shall be safer if we regain 
our old habit of looking at the appropriation to 
personel uses of property and interests held in 
trust in the same light as other forms of steal- 
ing. 

At this time, or crisis, these words 
cannot be too often published or too 
seriously pondered on. They are of 
those admirable statements which 
Mr. Cleveland has uttered more fre- 
quntly than any other public man of 
our generation, statements which in- 
stantaneously touch common beliefs 
or common sentiments which may 
have been long voiceless; the truth of 
such statements is often demonstrated 
by the universality of its recognition. 

There is no honest-minded man who 
does not realize the sinfulness of our 
financial world—that is, no honest 
mind which is not distorted by bad 
traditions or is not prejudiced by pre- 
occupation in money getting. There 
are many good men whose uncon- 
scious sordidness has led them to 
unconscious participation in the evils 
of which Mr. Cleveland speaks. The 
point of view of the intense business 
man has given to him a false concep- 
tion of the meaning of his own con- 
duct, of the significance of the rules 
and of the practices of business. For 
many years we have been conscious 
that men will do in business what 
they could not do in other relations of 
life; that they will say in their offices 
and on the market place what they 
would not say at home or to their 
friends or to their dependents. 

Fundamentally, the great sin of the 
age in the business world is breach of 
trust, and this indicates that charac- 
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ter has ceased to play its part in the 
business community. Mr. Cleveland 
has put his finger on the sore spot, the 
spot that is sore in financial as well as 
in political life. The rule of honesty is 
that the man who accepts a trust— 
and he who seeks a trust is bound ‘by 
the same rule—can only deserve his 
office and its compensation by think- 
ing of and working for the beneficiar- 
ies of his trust. The moment a place 
of trust becomes a place of profit for 
him who administers it, that moment 
the trustee and his wards are in dan- 
ger. He is in danger of corruption, 
and they are in danger of becoming 
the victims of corruption. 

There is no reason to select one 
company, life insurance or other, for 
castigation. 
evil, or it may so arouse the conscious- 
ness of the country to the great ex- 
tent of the sin that not only will 
there be proper punishment meted 
out, but there will also be an eleva- 
tion of the moral practice of trustees, 
and of other men of business, to cor 
respond more nearly to the real moral 
tone of the plain people. Mr. Cleve- 
land employs strong langnage. He 
never hesitates to give the |:low when 
the occasion calls for the low. He 
says that the personal use of trust 
property is one of the forms of steal- 
ing, and he is right. There is occasion 
for this strong speech, and it is an oc- 
casion which, as we have already said, 
comes happily to the ex-president. 
The occasion is happy for the country 
also, for Mr. Cleveland is the man of 
all men who is willing to utter that 
which his simple duty requires him to 
utter. 

This trustee who knows what a 
trust is, what responsibility is, what 
his duty is, is the direct opposite of 
the men whom he condemns. The 
country rests content when he as- 
sumes a task in its behalf, or in be- 
half of any part of it, because of his 
character. Men, after all, when they 


One case may expose the 


come face to face with the hard crises 
of life, give testimony to their con- 
sciousness of the value of character. 
They contide in high- purposes, in 
stability, in calm judgment, in un- 
selfishness. This instantaneous feel- 
ing of relief which comes over all of 
us when we learn that Grover Cleve- 
land will accept a trust because he 
deems it to be his duty to do so, is the 
highest tribute that has been paid to 
any man within the memory of our 
generation, and the knowledge that 
his and their countrymen thought 
thus of their father will be the most 
precious heritage of his children. 





ACTUARIES IN LIFE INSURANCE. 


No less remarkable than the growth of insur- 
ance itself, is the increasing attention directed to 
the scientific features of actuarial practice— 
which may be defined as the application of 
mathematical principles to life contingencies. 
Of all the alluring studies that science holds out 
in fascinating invitation, none appeal more for 
human interests than the study of human life— 
and of this engrossing study life insurance 
science is made. 

It must not be thought that a proficiency in 
the applications of the mathematics makes up 
the requisites for a competent actuary. For life 
insurance is intimately connected with many 
branches of knowledge, and the actuary, as the 
scientist-in-chief of the insurance company, 
must have a comprehensive grasp of many of 
the other fields of professional endeavor—par- 
ticularly so, in the absence of specialists to rep- 
resent these classes. 

Even in the association with men equipped to 
care for certain special] interests, such as legal 
counselors and medical directors, it becomes ad- 
visable to have in the actuary a man capable of 
appreciating and reconciling the somewhat con- 
flicting opinions likely to be held at times 
among men who, as professionals, see from 
biased view points. 

While the administrative officers of the com- 
panies have a well-grounded working knowledge 
of actuarial science, it is unusual here, in 
America, for executives to be endowed with the 
technical training of an actuary. Professional 
possibilities for the actuary are not, therefore, 
so large as in England, where it is the custom to 
advance into administrative office men con- 
sidered to be qualified by actuarial service. 
Many well informed insurance men see within 
our country a drift in the same direction.—Wil- 
liam J. Graham. 
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CO-OPERATION, NOT COMPETITION, THE LIFE OF TRADE. 


GEORGE W. PERKINS, VICE-PRESIDENT OF THE NEW YorK LIFF. 


We of the New York Life have be- 
lieved that competition is no longer 
the life of trade, but that with the 
dawn of the twentieth century co- 
operation is the life of trade. 

Failure was predicted when we 
eradicated the old general agency sys- 
tem, by which thirty or forty general 
agents fought with one another and 
with their own company at the same 
time, and substitued a centralized sys- 
tem in which the youngest office boy 
in the newest office in the most re- 
mote corner of the globe is brought 
into direct relation with the president 
of the company in New York. Failure 
of the direst sort was predicted he- 
cause this was eliminating competi- 
tion and substituting co-operation; 
but in place of failure we have won 
complete success and have demon- 
strated beyond our fondest dreams 
that co-operation will produce more 
business and a better business, and at 
a lower cost to the policyholders than 
the old system of competition. In 
proof of this we need but make the 
statement that this company today 
has two billions of insurance on its 
books—the second billion having been 
secured within the last six years and 
at an expenditure of $20,000,900 less 
than it took to secure the first bil- 
lion. 

It is said that “‘beauty is its own 
excuse for being,’’ but the same can- 
not be said of bigness,for mere size is, 
in itself, no justification for existence. 
The larger the life insurance com- 
pany, the better and stronger it ought 
to be. Unless with its growth and 
development it can provide better 
and cheaper insurance, it has not met 
the duty that goes with growth. 

Those to whom great opportunities 
come, bringing great power, should 
bring forth great benefits, not alone 
for themselves, but as well for the en- 
tire business fabric of the world. In 


society the laws of honor and of the 
state give individuals great freedom of 
action, but at the same time compel 
them to respect one another’s rights; 
and so mustit be in business. The 
greater the wealth and power of an 
individual, the more he should respect 
the property and rights of others; and 
the same duty lies upon powerful or- 
ganizations. 

The essence of life insurance is the 
forecasting of the future, and perhaps 
no quality is more necessary in the 
executive staff of a great life insur- 
ance company than the ability and 
willingness to look ahead, to analyze 
public thought and its movement, to 
anticipate changing conditions and to 
have the courage (for it takes cour- 
age) to act in the present for what 
one believes to be the best interests of 
the future. 

Men in positions of trust and respon- 
sibility are too often prone to let well- 
enough alone; to think that they are 
responsible only for the current acts 
of their administration and that they 
may leave the future to those who 
succeed them. Such a course of ac- 
tion in the management of a great life 
insurance company is little short of 
criminal. No board of trustees or set 
of executive officers has a right to 
bring hundreds of thousands of policy- 
holders into a given company without 
a clear well-defined policy as to what 
condition that company is going to be 
in, not today nor tomorrow, but ten, 
twenty, thirty years hence; for life 
insurance contracts are not made pay- 
able thirty days after date, but more 
nearly thirty years after date; and 
while no one can set himself up as 
an oracle of the future, and human 
brains and efforts cannot build against 
unforseen catastrophes, yet very much 
can be done by right-minded, far- 
sighted management to secure the 
future. 
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WORK OF PROTECTIVE COMMITTEE OF EQUITABLE POLICYHOLDERS 


A Movement Which Has Earned Public Confidence and Proved Its Capacity for Satis- 
factory Work. 


Of all the movements started since 
the Equitable disclosures began, none 
have deserved greater public con- 
fidence than the ‘‘ Protective Commit- 
tee of Policyholders’’ organized in 
Boston April 18 and originally formed 
as a New England committee. After- 
wards, owing to interest shown by 
policyholders of other states, the com- 
mittee was reorganized as a “‘general 
protective committee.’’ Still later the 
interest of foreign policyholders was 
recognized by the addition to its ranks 
of Sir William Mather, Member of 
Parliment from Manchester, England. 
The other members of the commit- 
tee are William Whitman, Arthur 
Amory, George P. Field and Edwin 
H. Abbott, all large policyholders and 
well-known business men of Boston. 

Louis D. Brandeis was selected as 
counsel. No better choice could have 
been made. Mr. Brandeis not only 
stands at the head of the Boston bar, 
but has on many occasions shown his 
disinterested concern for matters of 
public interest. He is a lawyer who 
can be trusted to do this work for the 
policyholders of the company without 
regard for the emoluments which may 
or may not come to him. 

The protective committee has shown 
from the start a desire to proceed in 
its work with caution and conserva- 


tism. 
Its influence, therefore, upon the 


company’s affairs in this crisis has 
not only been felt but has been posi- 
tively beneficial. One of its members, 
Mr. Whitman, has been elected a di- 
rector and the committee, at the re- 
quest of the trustees of the stock, has 
submitted for their ccnsideration the 
committee’s views as to the future 
conduct of the society. 

They are worth reading and are 
published below in full: 


At the conference held June 27, 1905, between 
yourselves and Messrs. Whitman, Field, and 


‘mere increase in the volume of business. 


Amory of our committee, and our counsel, 
Louis D. Brandeis, you requested that we sub- 
mit to you in writing the substance of the views 
as to the future management of the Equitable 
Life Assurance Society which we had expressed 
to you orally on that day. This we now do. 

First. The sole aim of the society should be 
to furnish insurance of absolute safety at the 
smallest possible cost. The ability to do this 
must be the test of success. Efforts to secure a 
large amount of new business or to increase the 
assets controlled by the society are justifiable 
only so far as they subserve that end. 

Second. In order that insurance of absolute 
safety may be furnished at the smallest possible 
cost, radical changes in system must be intro- 
duced. The mere substitution of other officers, 
however scrupulous and efficient, or the discon- 
tinuance of particular extravagant or illegal 
practices, or the recovery of profits wrongfully 
diverted, will not suffice. 

Third. In order to secure insurance at low 
cost the socicty must, in addition to other econo- 
mies, discontinue the lavish payments for agents’ 
commissions and for advertising — practices 
common among promoters of mining enterprises 
and of patents—and substitute therefor methods 
more nearly following those of the great savings- 
banks and the mill mutual insurance companies. 
No benefit can result to policyholders from the 
The 
conditions in a great life assurance company are 
wholly unlike those of railroad or manufactur- 
ing concerns, where increase of business natur- 
ally tends to reduce the cost, because there are 
fixed charges to be distributed against the total 
earnings. The conditions in a mutual life insur- 
ance society, like the Equitable, are also wholly 
unlike those in ordinary private business,whether 
incorporated or not, where the increase in 
volume may tend to reduce the cost to the pub- 
lic, because the owner of the business is content 
to accept a less per cent. of profit on the output 
in order to secure a greater aggregate profit, 
resulting from larger gross receipts. In a life 
insurance company already large, new business 
obtained at high cost must necessarily prove a 
burden to existing and future policyholders. 

Fourth. A mutual life insurance society 
should, as to each policyholder, be conducted as 
a benevolent institution. No one should be in- 
duced to take out a policy unless it is advisable 
to do so in the interests of those whom he desires 
to protect by it. No one should be lured into 
becoming a policyholder. The fact that in 1904, 
a year of general prosperity, 33,354 policies 
lapsed, when the average number issued in the 
two preceding years was only 112,139, indicates 
that a very large number of persons were at 
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least ill-advised when they took out insurance in 
the society. The fact that 22,220 policies, aggre- 
gating $81,649,314 duly applied for, passed, 
written, and entered, were not taken by intend- 
ing policyholders, indicates the high degree of 
persuasion which must have been exercised by 
the society’s agents or solicitors. In addition to 
to the 33,354 lapsed policies, there were in 1904 
also 9,691 policies, aggregating $34,309,929, sur- 
rendered, while only 11,279 policies, aggregating 
$33,866,917, came to a natural termination by 
death, maturity, or expiry. 

The relation of the society to intending policy- 
holders should obviously be not only free from 
active deception, but should be characterized by 
complete frankness. Unfortunately, this obli- 
gation has not been observed in the past, as is 
shown among other things by the advertisement 
of a surplus of over $80,000,000, without disclos- 
ing that the greater part represented deferred 
dividends. 

Fifth. The issuance of deferred dividend 
policies should be discontinued or greatly limi- 
ted. The legitimate business of a life insurance 
company is to insure the life of the individual 
and to issue annuities. It should not be used as 
an investment company or as a means of gam- 
bling on the misfortunes of others. The issuance 
of policies on which dividends are deferred for 
long periods seems to be open to both these 
objections. It is clearly open to other objec- 
tions. It tends to extravagance and inefficient 
management, because it removes the protection 
which flows from publicity and annual account- 
ing. The annual declaration of dividends, the 
best practical test of the efficiency of the manage- 
ment, is denied to the policyholders, It vests 
also in the management the control of huge funds 
not required as an insurance reserve, with the 
temptations incident thereto. 

Sixth. To insure safety the investments of 
the society should be surrounded with the legal 
safeguards as to the character of investments 
now supplied in case of savings banks. The 
funds held by life insurance companies are held 
for purposes in the main similar to those for 


which savings banks exist, but the safeguards 
applied by law as to the character of savings- 
bank investments are lacking in the case of life 
insurance companies. 

Seventh. Further to protect the funds of the 
society and to prevent their being used directly 
or indirectly to further the private or other 
interests of officers, provision should be made to 
prohibit the executive officers from engaging in 
any other business or holding office in any other 
corporations. Treasury safeguards should also 
be adopted to prevent payments without prop- 
erly authorized warrants. 

Eighth. Methods of accounting should be in- 
troduced by which the directors may be kept 
advised at all times in detail of the conditions 
and the operations of the business. The cost of 
every department of the business and every kind 
of business transacted must be clearly determined 
and disclosed, and likewise the condition, char- 
acter, and result of each investment. Publicity 
as to the policyholder also is essential to secure 
the confidence of the public and to ensure the 
proper conduct of the business by oflicers and 
directors. 

Ninth. In order that the above recommenda- 
tions may be not only introduced, but properly 
carried out and maintained, the complete mut- 
ualization of the society is necessary. It should 
be brought under the absolute control of the 
policyholders. 


Some of the views held by the com- 
mittee relative to life insurance will 
no doubt be modified by subsequent 
investigation, but they are in the main 
sound and its work should be encour- 
aged not only by policyholders but by 
insurance men as well. 

The protective committee will be 
continued, as it should, and its work 
will no doubt receive increased sup- 
port from policyholders whose inter- 
ests it is so well equipped to serve. 





THE MOTIVES AND PURPOSES OF FINANCIER THOMAS F. RYAN. 








FROM THE OUTLOOK, NEW YORK. 








A careful study of all the facts justi- 
fies the belief that the reorganization 
plan is a sound one, and that Thomas 
F. Ryan, who devised if and who has 
carried it into effect, deserves the ap- 
proval and support not only of policy- 
holders of the Equitable, but of all 
men throughout the country who be- 
lieve in the stability of the banking 
system. For upon the banking sys- 


tem, in the last analysis, rest the ma- 
terial prosperity and comfort of every 
thrifty citizen, be he mechanic,farmer, 
scheol teacher, clerk in the general 
store, country doctor, capitalist, news- 
paper editor, or laboring man. We 
shall here endeavor to state the 
grounds for our approval of Mr. 
Ryan’s plan. 

For several months the Equitable 
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Society has been torn with dissensions 
which have threatened to disrupt and 
ruin it. While it is primarily an in- 
surance company, it is in reality a 
great savings corporation, with assets 
amounting to over four hundred mil- 
lions of dollars, and with an annual 
income of about eighty millions of 
dollars. Several hundred thousand 
policyholders have been putting their 
savings into its treasury annually for 
many years. To have such a gigantic 
savings bank come to financial ruin 
not only would mean disaster to an 
army of policyholders, but might 
precipitate a panic which would affect 
banks and bank depositors—that is to 
say, every thrifty and industrious citi- 
zen—to the remotest parts of the coun- 
try. 

Is it not a great puplic service to 
avert sucha calamity as this? We 
assert that it is. Weassert that a broad 
minded, public spirited, and patriotic 
banker may take the same unselfish 
and altruistic interest in accomplish- 
ing such a splendid salvage that is 
taken by the statesman who by bril- 
liant and able diplomacy averts war, 
by the expert surgeon who saves 
a valuable human life by a capital 
operation, by the physician who averts 
an epidemic by a strenuous campaign 
of hygiene,or by the newspaper editor 
who sacrifices his popularity to main- 
tain a political principle which he be- 
lieves to be for the public good. Of 
course the diplomat wishes to earn his 
salary, the physician to be paid his 
fee, the newspaper proprietor to re- 
ceive his dividends, but that does not 
make the public spirit any the less 
commendable. 

In our opinion, Mr. Ryan, vice-presi- 
dent of the Morton Trust Company, 
of this city, a successful railway pro- 
moter, at the present time powerful if 
not dominant in the affairs of the 
traction company which controls all 
the surface street railways of New 
York City, and the successful origina- 
tor of the Equitable reorganization 
plan, has done his work in this reor- 
ganization from motives of public 


spirit and public service. This, of 
course, is merely our opinion. We do 
not profess to know the inner work- 
ings of his mind and spirit any more 
exactly than do those who ascribe to 
him motives of selfishness and money 
grabbing. But we think it is time to 
say plainly that poor men are not al- 
ways necessarily, by virtue of their 
poverty, public-spirited, nor are rich 
men always necessarily, because of 
their riches,mean and untrustworthy. 

However difficult it may be to judge 
of a man’s motives, his public acts are 
matters which his neighbors may dis- 
cuss and define. In the present in- 
stance the facts are well known. Mr. 
Ryan, for the sum of $2,500,000, has 
purchased from Mr. Hyde a control- 
ling interest in the stock of the Equit- 
able Life Assurance Society. He has 
organized a ‘‘voting trust’’ consist- 
ing of three uninpeachable and public- 
spirited trustees, ex-President Grover 
Cleveland, Judge Morgan J. O’Brien, 
and George Westinghouse. The stock 
which Mr. Ryan has purchased he 
has placed in the hands of these 
trustees for five years, the longest 
period that such a trust is permitted 
by the laws of the state of New York 
to exist without renewal. ‘‘The trus- 
tees are exclusively authorized’’—we 
quote from the trust deed—‘‘to exer- 
cise the voting power on the stock 
held under this agreement for the 
election of directors of the society, 
and shall at every annual election of 
directors of the society so vote on said 
stock. . . .that of the entire fifty-two 
directors twenty-eight shall be policy- 
holders of the society, selected by or 
on behalf of the policyholders, and 
twenty-four shall be lawfully eligible 
persons selected by the trustees in 
their sole discretion.’’ 

We have carefully read the trust deed 
from which this provision is taken, 
and it seems to us that it is framed for 
the express and exclusive purpose of 
putting the property and interests of 
the policyholders of the society into 
the untrammeled and untied hands of 
a board of trustees distinguished not 
only for its high sense of personal and 
public honor, but for its executive 
ability. 
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THE EQUITABLE LIFE AND THE MEN NOW IN COMMAND. 





The Company’s Prospects, the Guarantee Offered by the Present Management and the 
Outlook for Agents. 


The affairs of the Equitable Life 
have been deeply probed. Probably 
the bottom has been very nearly 
reached and the worst now known. 
With graft eliminated, deadwood cut 
away and investment values reduced 
to a conservative basis, the Equitable 
will be in splendid position to com- 
mand the confidence of life insurance 
investors and serve the interests of 
its policyholders. When all is known 
and other companies are subjected to 
the same searching inquiry, we antici- 
pate that the Equitable will stand as 
one of the greatest life insurance in- 
stitutions built up in modern times; 
great, not only on account of size and 
results produced, but because of the 
greater economy and higher ethics 
which will now be applied to its ad- 
ministration by those who have as- 
sumed responsibility for its future 
success. 

Of these, four figures stand out 
prominently: Grover Cleveland, Paul 
Morton, Gage E. Tarbell and Thomas 
F. Ryan. All of these men have been 
criticised and there are still some 
who affect to place little confidence in 
the sincerity of their declarations or 
the propriety of their purposes. But the 
same things would be said of any who 
might, by fate or circumstance, be 
brought into the same positions. No 
other men could be selected for these 
respective responsibilities who would 


be any less objectionable than Messrs. 
Cleveland, Morton, Tarbell and Ryan, 
and none, as it seems to us, who would 
collectively inspire greater confidence. 

Mr. Cleveland has laid down a plat- 
form for his own guidance as trustee 
of the controlling stock which should 
satisfy the most exacting. Mr. Mor- 
ton’s acts thus far justify the con- 
fidence reposed in him by President 
Roosevelt. Mr. Ryan has shown that, 
as a financier, he is prepared to meet 
all legitimate requirements and do 
everything within reason to meet the 
wishes and demands of the policy- 
holders. Mr. Tarbell has the support 
of the company’s agents and approval 
of rival insurance men. With new 
ideals inspired by advancing public 
opinion, he has shown that he is 
capable of adapting himself to the 
modern requirements of production 
and business getting in life insurance. 

Better than all else, the policyhold- 
ers of the company are now interested 
in its welfare as they never have been 
before. They appreciate the value of 
their franchise as members of the 
company and co-sharers in its future 
prosperity. With a clean administra- 
tion, sound financial condition, and a 
demand for life insurance which has 
been increased by publicity, the loyal 
agents of the company should find 
themselves well equipped for the fu- 
ture. 





PRESIDENT ROOSEVELT ON PAUL MORTON’S QUALIFICATIONS. 








FrRoM A LETTER TO Mr. MORTON. 








‘*Since I acepted your resignation as 
a member of my cabinet you have un- 
dertaken, perhaps, the greatest and 
most important work now open to any 
business man, in assuming control of 
the Equitable Life Assurance Society. 
You do not need to be told again the 


confidence I have in you and my belief 
in your absolute sincerity of purpose 
and your unflinching courage. I know 
that the mere fact that you have con- 
sented thus to take control of the so- 
ciety means that there will be a gen- 
uine attempt to make a new, clean 
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management, a control really and 
honestly in the interest of the policy- 
holders and one which will make 
impossible the crooked and objection- 
able practices that have hitherto pre- 
vailed in the society. Ex-President 
Cleveland, in consenting to act as one 
of the three trustees to hold the 
stock of the society and to use voting 
power of such stock in the selection 
of directors, concludes his letter by 
saying: 

***We shall be safer if we regain our 
old habit of looking at the appropria- 
tion to personal uses of property and 
interests held in trust in the same 
light as other forms of stealing.’ 

‘In other words, you and Mr. Cleve- 
land intend to see that the affairs of 
the society are managed not merely 
with the honesty requisite in order to 
keep clear of criminal proceedings, but 
with the fine sense of honor which 
recognizes in the trustee—and that is 
what the man responsible for the 
management of any great business 
corporation is nowadays—the duty of 
managing his business affairs with a 
high sense of obligation not only to 
the stockholders and the policyhold- 
ers, but to the general public. Mr. 
Cleveland has especially stipulated 
that he is to be absolutely free and 


undisturbed in the exercise of his 
judgment; you have especially stipu- 
lated that you are to be absolutely 
free and undisturbed in the exercise of 
your judgment. 

‘“*T have faith not only in your will 
to do right, but in the judgment which 
will enable you to do right. AsIun- 
derstand it, the majority of the stock 
is to be put in the hands of a board of 
trustees, of which Mr. Cleveland has 
accepted the chairmanship, and they 
will have absolute control, subject, as 
to the majority of the directors, to 
exercising their own judgment with- 
out control. Your own policy will be, 
I know, to give the policyholders a 
square deal and to clean house thor- 
oughly. You would not take sucha 
position if you did not have a per- 
fectly free hand, and if you were not 
unhampered by commitments to any 
body. 

“I do not congratulate you upon 
entering upon this work, for I do not 
wish to congratulate any man when 
he puts his harness on, but rather to 
wait until he takes it off. But Ido 
wish to express to you not only 
my belief in you and your success, but 
my strong feeling that you have un- 
dertaken one of the most important 
public duties that can befall any man 
just at present.’’ 





VICE-PRESIDENT GAGE E. TARBELL AS AN AGENCY MANAGER. 








FROM THE JOURNAL OF INSURANCE ECONOMICS, FEBRUARY, 1902. 








Gage E. Tarbell is today probably 
the most interesting and striking per- 
sonality actively engaged in the 
American life insurance agency field. 
As the head of the field force of the 
great Equitable Life Assurance So- 
ciety, he wields an influence which 
has brought to him the reputation of 
being a great leader of men. 

To those acquainted with Mr. Tar- 
bell the source of his power and suc- 
cess with men is plain. One cannot 
come into contact with his dynamic 
energy, his abundant enthusiasm, his 
towering personality without being 


filled with a consuming desire to work 
and to win. When asked,on one occa- 
sion, what he considered the chief 
elements in his success, Mr. Tarbell 
said: ‘‘A willingness to work coupled 
with a love for work; energy, deter- 
mination, and patience—by patience I 
mean a willingness to keep on work- 
ing, if necessary, for years to accom- 
plish that which I set out to do, with- 
out ever giving up.”’ 

Mr. Tarbell leads men by virtue of 
his enthusing personality. Other men 
can lead, can plan, and execute, and 
manipulate large bodies of men by 
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force of their mental capacity; but 
Mr. Tarbell possesses as well a kind of 
electryfying physical force which is 
all-pervading. He looms with his great 
height over the person to whom he is 
talking, literally enveloping him with 
his ceaseless energy. Men who come 
into his presence cannot help being 
inspired to work, whether they will or 
not. 

Mr. Tarbell has been marvelously 
successful as a manager of agencies, 
and has built up a field force which is 
splendidly equipped fer efficient work. 
He believes in the Equitable. He has 
never served any other company and 
is saturated with loyalty for the in- 
stitution and unswerving devotion to 


its interests. This spirit of loyalty 
and devotion permeates the agency 
force as a whole, and makes it re- 
sponsive to the changes necessary for 
the welfare of the company. 

Mr. Tarbell has attained his present 
commanding position in life insurance 
without seeking it. He did not apply 
for the office he now holds. It came to 
him because he was fitted for the 
work by capacity and experience. He 
mastered every detail of agency work; 
he began at the bottom as a solicitor, 
worked through various departments, 
and in this way came to a knowledge 
of the business, as well as of himself, 
which fitted him to stand at the head 
of a great agency force. 





LAPSES IN LIFE INSURANCE: WHY THEY OCCUR. 








J. H. JEFFERIES BEFORE THE PENNSYLVANIA UNIVERSITY. 








Lapses represent cases which have 
been nourished through infancy with 
the milk of new commissions, medical 
fees, agency expenses, and mortality 
risk, and their going out means actual 
loss to a company when the with- 
drawal occurs within two or three 
years after issue, or to keep up our 
simile, before the new members of the 
insurance family become contributing 
or self-supporting. In this connection 
it should be pointed out, however, 
that the gain from light mortality 
among selected lives during the first 
years of the risk offsets, to some ex- 
tent, the initial expense. 

Lapse ratios are calculated on the 
relation which the amount thus ter- 
minated in any year bears to the mean 
insurance in force, and as lapses have 
been shown to be most frequent 
during the early years, it follows 
that a company producing a large new 
business will show a larger lapse ratio 
than one writing a comparatively 
small new business, but with a great 
number of old policies on its books. 
The managers of progressive compa- 
nies, however, consider it their duty 
to extend the benefits of insurance to 


the largest possible number of in- 
surants that a consistent regard for 
safety and reasonable cost to all will 
permit, and if in doing this some are 
attracted who will later withdraw, 
their withdrawal is looked upon as 
one of the penalties of progress, but 
nevertheless a thing to be controlled 
or avoided as far a possible. 

It was at one time generally held 
that lapsing members exercised an 
adverse selection against a company 
in that only those who were in good 
health would retire and the unhealthy 
or impaired remain, and that the 
eventual result of this selection would 
be an increased mortality experience. 
While there is no doubt that there is 
a certain degree of truth in this. view, 
it is unquestionably the fact that the 
main cause of lapse is financial em- 
barrassment. On the other hand, 
those who sustain their insurance are 
the prudent and prosperous, who are 
generally the most desirable risks, not 
only because of their ability to pay, 
but also for the reason that the same 
qualities of prudence and economy 
which engender thrift, work to pro- 
mote their physical well-being also, 
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and their continuance operates to 
maintain an average mortality as 
against the adverse selection to which 
we have referred. 

In any honest inquiry into the 
causes of lapse, our eyes should not 
be closed to the effect of the im- 
proper methods employed by some 
solicitors to obtain new business. By 
improper methods, I mean misrepre- 
sentation of policy contracts, such as 
selling a limited payment life con- 
tract for an endowment, rebating, 
twisting a policyholder from one 
company to another, over-persuasion 
to assume an obligation which ob- 
viously cannot be fulfilled, extrava- 
gant estimates, and the like, and 
they are all prolific of lapse. I do 
not mean to infer that these methods 
are peculiar to or are encouraged by 
any particular company. They force 
their noxious and unwelcome presence 
into every field. 

It is an axiom of our business that 
prevention of future lapse should be- 
gin when the application is written. 
A company’s reputation in any local- 
ity depends largely upon the char- 
acter and methods of its solicitors. Its 
officers and field managers may be 
men of high standing and undoubted 
integrity, but it will be adjudged 
worthy or otherwise as it is reflected 
in the work of the solicitor. If the 
mirror be not true a distorted image 
will be presented. A solicitor who 
cheapens a policy he is trying to place 
by rebating a portion of the first 
year’s premium destroys the confi- 
dence of insurers in his company. 

We do not know where a recent 
writer, who is attracting considerable 
notoriety, obtained his data for the 
warning which he gives to policy- 
holders not to lapse their insurance, 
claiming that that is just what the 
companies desire. Whether conceived 
in ignorance or mendacity the claim 
is absolutely false, for not only 
through the non-forfeiture provision 
of their policies do the companies pre- 
serve the equities of lapsing members, 
but they strive to prevent lapse by 
offering every possible aid to con- 
tinuance, such as temporary notes, 
premium loans, cash loans and pre- 
mium extensions. At the present time 
thousands of southern policyholders 
who cannot pay their premiums be- 


cause of the low price of cotton, are 
being carried by the companies, 
whereas if strict adherence to policy 
conditions were insisted upon, they 
would be compelled to lapse. 





ATN A LIFE INSURANCE 


COMPANY 


MORGAN G. BULKELEY, President. 


The Leading Insurance Company in New England 
and the Largest in the World Writing 


Life, Accident, Health 
and Liability Insurance 


Has been in Active and Successful Business 
over 55 years. 
ASSETS OVER PAID TO POLICYHOLDERS 


73 MILLIONS i146 MILLIONS 


Its Surplus, by Connecticut Standard, is 
$8,850, 426.65 

The Atna Life Insurance Company is organized on 
the principle of the strongest Banks and Trust Com- 
panies by having a large capital stock ($2,000,000) 
widely distributed, and being subject to the close 
supervision of those who are financially interested. 
This gives assurance of safe and economical man- 
agement, thus making it in the best sense a policy- 
holders company. 


FOR AN AGENCY ADDRESS THE 
COMPANY AT HARTFORD, CONN. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


IssUED ONLY py THE 


PHOENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 


TATE Matuai Life 


...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 








Financial Statement, Jan. 1, 1905. 


$25,457,929.45 
22,905,552.00 


$2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


meee. 4 & « 
Liabilities . 
SURPLUS. 
































Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 


Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. 

Price, $5.00 per year; single copies Ioc. 





Western Underwriter, 145 La Salle St., 
Chicago, I1]., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies I5c. ; 
special life number, $1.25 per year, 20c. per 
copy. 


The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 2o0c. 


unique way. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund. 1,290,036.00 


(Deferred Dividends) 
Contiz gent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - - 


1,362,315.56 
74,892,289.CO 














THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 





$3,686,126.25 


SURPLUS, 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Asst. Sec'y. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 

4 should read the book- 
f SSN wv let “‘Careers for the 


if rie) Coming Men,’ by 
PRUDENTIAL > Hon. JohnF. Dryden. It 
mas THE [AEDS is a practical discussion 


fp nat ty of the opportunities of- 
fered in the field of Life 
Insurance. A copy will 
be sent, free, upon re- 
quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 
Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


| IVERPOOL 
““’ LONDON 
“” GLOBE 


Insurance Company. 
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ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 








The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 





FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
DMG osc tdccccsscsecsevsisnsss 85,918,227.30 
ED asudiseinednncerkasecescsscess 7,319,562.97 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve ‘ 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims 6,287.51 
Net Surplus ° ° 2,639,225 50 





Total Assets $6,352,699,73 





Commercial Union Assurance Company, 
(Limited) 
OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 








National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


JOSEPH A. DE BOER, President. H. M. CUTLER, Treasurer. 
JAMES T. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTEE, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary F. A. HOWLAND, Counsel. 


This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31,398,453.67 Cain, 184% 
SURPLUS, . 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Cain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance, 

JAMES T. PHELPS & CO0., State Agents, 
BOSTON, MASS, 











159 Devonshire Street, . 





Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 





Jamus W. Hott, President. 
JaMeEs M. BARKER, Vice-President. 
J. M. Lee, Actuary. 


TuHeo. L. ALLEN, Secretary. 
Rop’t H. Davenport, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 























